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A Brazilian manufacturer and a Swedish engineer, 
the Sheikh-owner of oil lands and a Canadian 
mining official, a ‘U.K.’ industrialist and a 
trade-wise Chinese—and many, many more gen- 
tlemen who do not attend your Board meetings 
regularly, are nevertheless, pretty important men 


in your organization. 


They and their countrymen sell to you and your 
fellow businessmen hundreds of the essential 
materials which go into the products you manu- 
facture. And then they take your payments for 
their materials, and a little more, and come right 
back to buy your American goods at the rate of 


about 12 billion dollars worth a year. 


So it’s a wise businessman who makes a point of 
keeping himself well-informed about what these 
important partners of his are doing and thinking 
and planning. He knows that their economic “‘ups 
and downs” and their political ‘rights and lefts’’ 
have a sure impact on his own personal circum- 


stances, and he knows that reliable information 


Meet Your Business Partners! 


about a far-off event, a new business trend of 


their making gives him a big advantage in plan- 


ning his domestic affairs. 


As you know from reading your own weekly 
copies, World Report’s information is reliable 
information. The news articles in every issue are 
checked and rechecked many times for accuracy 
and completeness, and they are shaved down to 
the very minimum of words which still tell the 
whole story. World Report is written for busy 
people who must make every minute of their 


reading time a profitable minute. 


If there are executives in your organization who 
do not see the weekly issues of World Report, 
you will be doing them and your company a real 
service by entering World Report subscriptions 
in their name. In the hands of your associates, 
World Report becomes an important tool for 
building toward the even greater volume of world 
trade which tomorrow will bring. The subscription 


price is $4 a year for 52 weekly issues. 





1239 TWENTY-FOURTH STREET, N.W., WASHINGTON 7, D.C. 
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Five American companies are prepar- 
ing to go into business in Egypt. Under 
agreements reached with the Egyptian 
Government, which has launched a five- 
year program of industrial expansion, 
they are to produce electrical equipment, 
canned food, chemicals and textiles. It 
is estimated that the plants to be erected 
will cost a total of from $10 million to 
$20 million. American firms may set up 
operating branches in Egypt or establish 
joint enterprises with Egyptian capital. 
In the latter case, Egyptians must have 
at least 51 per cent control. 


oo °O 


Canadian business intends to invest 
about $1,640,000,000 this year. A mid- 
year survey by Government agencies 
shows that $1,005,000,000 of this amount 
is to be spent on new capital goods and 
the remainder on repair and mainte- 
nance of existing plant and equipment. 
Compared with intentions at the begin- 
ning of the year, planned expenditures 
for new capital goods are down nearly 3 
per cent and costs for repairs and mainte- 
nance up nearly 5 per cent. Investments 
in new capital are to be about 67 per 
cent larger than last year and the other 
investments about 45 per cent larger. 
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Revival of Japan’s wool industry has 
been authorized by General of the Army 
Douglas MacArthur. The industry has 
been granted permission to use up to 
665,000 bales of wool a year, which 
means that it can operate at maximum 
at about half its prewar rate. About a 
third of the imported wool is to be ex- 
ported in the form of worsted and woolen 
products. 


To improve her transport system, Tur- 
key in the last 12 months has placed 
orders abroad for 291 locomotives, 50 
coaches and 2,130 boxcars. Twenty-seven 
cargo ships, totaling 170,000 tons, and 22 
ferryboats have been added to the mer- 
chant fleet. The country also is spending 
about one and one-half million dollars 
to build new airports and to improve 
old ones. 
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Real wages in Sweden have gone up 
since 1945. For hourly wage earners, the 
increase in purchasing power in terms of 
prices of necessities has been 8 per cent 
and for annual wage earners 9 per cent. 
The real wages of farm workers have 
risen 12 per cent—the biggest cain ‘ur 
any group. 
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Strikes and lockouts are decreasing in 
Canada. There were 125 such stoppages 
during the first seven months of this year, 
involving 47,068 workers and a time loss 
of 1,526,290 man-days. During the same 
period last year, there were 160 strikes 
and lockouts, involving 122,237 workers 
and a time loss of 2,538,656 man-days. 


Norway now has begun preliminary 
work on the vast steel works at Mo, on 
the coast of Nordland Province. Con- 
struction of the quay, which will have 
space for ships up to 10,000 tons, has 
been started, and building of the 2-mile 
railway from the quay to the site of the 
plant itself is to get under way soon. The 
project, the largest single industrial ven- 
ture in the country’s history, was ap- 
proved by the national legislature last 
year as a joint enterprise of the Govern- 
ment and private capital. It is designed 
to make the country self-sufficient in iron 
and steel within a decade and will cost 
an estimated $41% million. Before the 
war, Norway consumed about 300,000 
tons of iron and steel annually, 90 per 
cent of which was imported. 


Poland’s coal production totaled about 
26,575,000 short tons during the first 
half of this year, approximately 2,775,000 
tons more than was produced during the 
same period last year. Output per man- 
shift is about 1% tons, compared to about 
5% tons in the U. S. 
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The Moscow subway is being extend- 
ed. The Russians report that the new 
branch will be about 12 miles long and 
will give the system an over-all length of 
about 37 miles. At present, the subway 
radiates in six directions from the center 
of the city. The new branch is to be 
roughly circular, intersecting all existing 
lines as well as the main roads and 
squares, and running to all railway sta- 
tions in the capital. It is scheduled to be 
in full operation by 1952, with the first 
section to be completed in 1948. 


Russia’s pulp and paper industry is ex- 
pected to reach prewar levels of produc- 
tion next year. Moscow reports that all 
paper mills destroyed by the Germans 
will be completely restored by that time 
and that new plants will be operating in 
Siberia and the northern part of Euro- 
pean Russia. The industry is said to have 
surpassed the latest goal set by 100,000 
tons. " 
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L.A.V. alone flies you there so fast... 
without change of planes! Leave New 
. York every Monday, Wednesday and 
Friday at 6:00 P.M. (EST), arrive 
Havana 11:00 P.M. same day .. . ar- 
rive Caracas 6:00 
A.M, next day. Con- 
nections to all points 
in South America, 


See Your Travel Agent 
or |. A. V., Hotel Sherry- 
Netherland, Sth Ave., at 
59th St., Plaza 9-6500 
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MATANZAS 
FREE ZONE 


AT THE CROSS ROADS 
OF THE AMERICAS 


Facilities are offered to American 
capital to make investments in the 
“Free Zone” and to establish in- 
dustries and warehouses. 


Merchandise stored in the “Free 
Zone” is exempt from customs 
duties and internal taxes. 


The first ten days of storage in 
the “Free Zone” are free. 


Duty free warehouses for the 
changing of containers. 


Importers and exporters are 
charged moderate and attractive 
fees for reception and delivery of 
merchandise. 


Factories in “Free Zone” do not 
pay taxes to the Cuban Govern- 
ment. 


FREE ZONE 
OF PORT OF MATANZAS 


Maximiliano Zincke, General Manager 


P. O. Box 10—Matanzeas, Cuba 
Cable—‘’FREEZONE’’ 








SEPTEMBER 9, 1947 © 1 








Memo from the Editors 
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Who’s to blame in Indonesia? From The Hague, Dr. J. W. 
Meyer Ranneft, a member of the Council of State of the Netherlands, 
protests against a dispatch in World Report (July 15) on “America’s 
Role in the Dutch East Indies.” 

Dr. Meyer Ranneft places blame for the struggle in Indonesia on 
the Japanese and Russians for aiding and encouraging the Indonesians; 
on the British for failing to support the Dutch; on the U.S. for not 
taking sides; and on Indonesian extremists. 

“We want to work together with the Indonesians,” he asserts, “and 
we are ready and willing to give them a new position and new oppor- 
tunities. But the Republic does not want co-operation. Their many 
words have but one significance: ‘Get out’. And ‘world opinion’ (in the 
first place Russian opinion) backs this solution.” 

World Report's dispatch said: “Washington isn’t going to take sides 
in the Dutch-Indonesian dispute but is making it increasingly clear 
that a shooting war should be averted if possible.” 

The United States has not taken sides, but has made continuous 
efforts, including an offer of “good offices” and friendly co-operation 
in the United Nations ,to achieve a peaceful solution. 

Dr. Meyer Ranneft’s quarrel is not with World Report but with the 
policy of the United States Government and of other nations. 

In this issue we present a report on the views and actions of the 
Dutch on the Indonesian question in the United Nations (page 16). 


““A huge shrimp between two fighting whales.” That's one 
view of Korea’s position in the world today. It’s expressed by the Rev. 
Peong Koo Yoon, pastor of the Korean Presbyterian Church of Reedley, 
Calif., in a letter commenting on our article on delays in granting inde- 
pendence to Korea. 

“Russia came to North Korea in the name of a liberator,” he writes, 
“and now acts worse than a conqueror. Koreans oppose trusteeship 
not only on sentimental grounds but because of the grim reality of 
Russia's design to communize Korea. 

“While she breaks other agreements to suit herself, Russia insists 
on enforcing trusteeship over Korea under the pretext that Koreans are 
not experienced in self-government. 

“Koreans had a highly developed government when the ancestors 
of the Slav race were wandering in the forests of Northeastern Europe 
clad in skins and practicing rites.” 

To solve the Korean problem, the pastor recommends that American 
authorities accept plans and advice of Dr. Syngman Rhee, leader of the 
Korean Nationalists. He also urges that the U.S. establish “a govern- 
ment of Koreans, by Koreans and for Koreans,” and give it economic 
and financial help. 


The Editors of “World Keport 
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These things now are:set in the Western Hemisphere: 

A _ solid partnership is created for inter-American defense. 

A regional system of security is knit together on a treaty basis. 

Twenty one nations, plus Canada, are lined up to resist aggression. 

What has happened in Brazil is considerably more than the writing of a new 
insurance policy against future wars. It amounts to a striking demonstration 
of the ability of the American republics to stand together, all for one and one 
for all. The result, at best, can give strength to the United Nations. Ata 
minimum, it assures a degree of solidarity, a state of preparedness against war 
never before achieved in the New World. In practice, nations large and small 
are given a guarantee against attacks, either from next door or from overseas. 





Argentina, as expected, decided she stood to gain by co-operation. Her 
attitude really was a diplomatic triumph for George Marshall as Secretary of 
State. Under the formal rules, now agreed to in conference: 

A defense zone, including Greenland, is fixed around the Western Hemisphere. 

A military council is expected to function under the Pan American Union. 

An executive staff is to draw plans, to put teeth into mutual defense. 

From the standpoint of the United Nations: 

An example is created for regional groupings elsewhere in the world. 

A new pledge is made to gear regional operations into U.N. machinery. 

From the viewpoint of the United States: 

Automatic support for the U.S. is assured wherever U.S. is attacked. Last 
time, Chile, as well as Argentina, was hesitant to rally to the U.S. side. 

What President Monroe more than a century ago wrote as a national policy 
has become now the international policy of the Americas--a sequel to the Good 
Neighbor policy of recent years. 

















It's to take brains, work and money, lots of all three, to remake the world. 
Big talk, big plans, even big helpings of dollars, won't do the job automati- 
cally. Instead, the blunt lesson of 1947 is just this: 

United States tried to lead the world on a basis of limited liability. 

Food relief, selected loans, offers of protection were extended piecemeal. 

Tnat sounded fine. U.S. would pick key friends, would stand up to Russia. 

Actually, it wasn't enough. Britain and France were weaker than expected. 

A new approach, the Marshall idea, was to help Europe to help herself. More 
dollars were to depend on a willingness to work harder, to increase production. 

That's far from certain. Chance of success is not more than 50-50, if that. 




















(over) 
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Morale is low, enterprise scarce. Initiative is lacking. Time is running out. 
As a result, U.S. is forced to take more and more responsibility, to Sup- 
ply engineering brains, administrative brains and financing brains. What 
started out to be long-distance banking really is getting U.S. deeper and deeper 
into problems of Europe. There isn't to be any easy way to set things straight. 


Some of the steps being asked of Europe by the U.S. are these: 

Budget balancing, a genuine overhauling of internal financing, a crack- 
down on top-heavy pay rolls of government employes, a roll-back of inflation. 

A steady rise in food production. U.S. is getting weary of feeding most 
of Europe's cities because farmers tend to hoard their crops, favor themselves. 

A new determination to increase industrial output. Britain, for example, 
is learning that a solution of her coal problem can no longer be postponed. 

Again and again, U.S. officials are reminding Europe that a shopping list 
of her needs, however urgent, won't be underwritten by the U.S. Congress. The 
only acceptable program is to be one that will show a diminishing total year by 
year. That's why an early estimate of $29 billion in four years was so hastily 
rejected, was quickly turned back to the Paris planners with a sharp rebuke. 











An insistence on budget balancing can readily be understood..... 

In Britain, money supply is double prewar, production is only slightly 
above prewar. Prices of food are subsidized at a low level, releasing money 
for unessential uses, for heavy gambling, lively speculation. 

In France, money supply is eight times prewar. So are prices. Production 
is barely up to prewar. France has serious monetary inflation. 

The problem is not only to increase the supply of goods but to drain off 
excess purchasing power, preferably through effective taxation. 


There's lots of opposition, of course, to new sacrifices..... 
European politicians, with elections soon in France, later in Italy, 
intend to keep as many of their followers as possible in official jobs. 
British Socialists are hesitant to demand more work from union voters. 
Farmers, people in small towns, smaller businessmen, among others, can't 
be expected to rejoice over a cut in government spending, over tighter money. 
People generally, short on clothes, shoes and consumer goods, are irritated 
by demands that increased production be diverted to export markets. 
Dollars will be passed out, other nations figure, when U.S. starts to feel 
a business slowdown at home. The idea is that U.S. will give away dollars 
rather than face a recession. That's a basic, though seldom expressed, thought. 
In other words, European nations feel the U.S. has more motives than the 
Simple aim of a free interchange of trade, that U.S. industries, swollen by 
war requirements, need their markets, can readily afford to extend credit. 





There may be a test of U.S. intentions sooner than expected..... 

Cutbacks in British buying are becoming cumulative, not just temporary. 

Reductions in French purchases are nearly half of her present rate. 

Together, Britain and France take less than 10 per cent of U.S. exports. 

The real point of those export reductions, however, is that they coincide 
with sharp cutbacks by other nations. It is proving just as difficult for 
others to earn enough dollars to buy in the U.S. in a heavy volume. 
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BRITAIN’S NEXT—AND HARDEST— ORDEAL 


Impossibility of achieving self-support within 
coming year, even if production can be raised. 


Difficulty of selling to dollar-poor countries 


Reported from LONDON 
and WASHINGTON 


As things stand, the people of Great 
Britain have less than a year in which 
to get into position to pay their own way 
in the world. The evidence is overwhelm- 
ing that it can’t be done in that time. 

@ Arithmetic of the situation is as 
follows: 

Current balances with other nations 
now are runnin: against Britain at the 
rate of nearly two and one half billion 
dollars a year. About $500 million of 
that, however, is a temporary cost. It 
occurred when other countries stam- 
peded the Bank of England to change 
sterling into dollars. London’s decision 
to suspend this privilege limits it as a 
future cost. So the over-all deficit to 
figure on for the next 12 months is around 
two billion dollars. 

Borrowed dollars have enabled Britain 
to finance her adverse balances. But now 
the U.S. loan of $3,750,000,000 is down 
to $400 million. In a matter of weeks, it 
is expected, nothing will be left. 

Import cuts, therefore, are relied on by 
the British Government as a sure way to 
reduce expenses abroad. By slashing her 
purchases, Britain expects to reduce the 
external deficit by half. That would leave 
it at one billion dollars. 

Speed-up in exports is the logical next 
step. In theory, Britain could wipe out 
the deficit by selling more goods abroad. 
But even if British exporters should reach 
the official goal set for next June, the 
balance still would run against her. An 
export volume 40 per cent higher than 
before the war, if reached, might pare 
another $250 million off the deficit. That 
leaves $750 million to take care of. 

In desperation, the Labor Cabinet 
could dip into the nation’s reserves of 
gold and other assets. Altogether, these 
amount to $2,400,000,000. Financial ex- 
perts in London, however, question 
whether the reserves should ever go be- 
low two billion dollars. That much is 
needed, it is thought, to keep world con- 
fidence in the pound sterling. The sum of 


$400 million, nevertheless, could be ap- 
plied to the current deficit. 

As a last resort, Britain could reduce 
her political stake abroad by spending 
less on troops and supplies in Europe, the 
Middle East and the Far East. 

A cutback in British commitments 
abroad could mean putting the whole 
dollar burden of feeding Germany on the 
U.S. It also could mean pulling troops 
out of Germany, Austria, Palestine, 
Greece and the Far East. Diplomats in 
Washington and London are convinced 
that Britain will move in this direction. 





Britain’s crisis is just be- 
ginning. 

What worries Wash- 
ington is how far and 
how fast the trouble may 
spread. 

What worries business 
circles in London is wheth- 
er the Socialist Govern- 
ment can put the country 
on its feet. 











Britain already has notified the U. S. 
of a desire to move her soldiers out of 
Greece. It is expected that the U. S. will 
take over full responsibility for dollar 
expenditures in Germany at an early date. 

The catch is that Britain cannot reduce 
her political expenses overseas without 
political loss. If the curtailments go too 
far, Britain ceases to be a world power. 

Only hope, therefore, is to wipe out 
the deficit by buying less and selling 
more abroad. Even by optimistic calcu- 
lations, Britain can’t shrink her purchases 
and expand her sales in time to strike a 


balance during the next 12 months. Thus 
her only hope it for help from others, 
especially the U.S., in a hurry. 

@ Full meaning of the crisis in Britain 
is beginning to sink in. Officials in Wash- 
ington observe that a similar crisis is in 
the making in France. Some experts figure 
France will run out of both dollars and 
gold early in December. The fear is 
expressed privately that chances for Euro- 
pean recovery are going glimmering long 
before the Marshall Plan can get into 
effect. 

Repercussions are already touching the 
U.S. American exports in June dropped 
13 per cent below May. July sales abroad, 
soon to be announced, are expected to 
show a further decline of about 5 per 
cent. What worries Washington officials 
is the possibility that the crisis in Britain 
may be the start of a world-wide defla- 
tion. Full cost of this, in dollars and in 
political trouble for the U.S. abroad, 
would be high any way it is figured. 

Pressure for a special session of the 

U.S. Congress is therefore expected to 
mount. Idea would be to take emer- 
gency steps to prevent the British crisis 
from getting out of hand. For the same 
reason, a special session of the British 
Parliament is also expected. 
@ Sequence of events leading up to the 
present emergency can now be seen in 
perspective. The accompanying chart 
shows how the dollars in the U.S. loan 
to Britain ran out, and why. 

Purpose of the loan, actually, was to 
give Britain time in which to become 
self-supporting. The experts from London 
figured that by the end of 1949 British 
exports would be high enough to pay for 
most of what the nation had to import. 
In the meantime, borrowed dollars would 
pay for the food and raw materials that 
exports could not finance. 

To the U. S. Congress, the loan seemed 
a reasonable business risk. In addition, 
U.S. Treasury and State Department 
officers who negotiated with the British 
saw bigger reasons for the loan. They 
saw a chance to get world trade and 
finance back on their feet through new 
international machinery. All this was 
wrapped up in the Bretton Woods Agree- 
ment, leading to the World Bank, the 
Monetary Fund, and in _ international 
trade organization. But since Britain is 
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Keystone 


WHERE TO TURN NEXT? 
Prime Minister Clement Attlee 


the world’s heaviest importer, and the 
center of the sterling area, British mem- 
bership was required. The British said 
they would go along, if the U.S. ad- 
vanced some dollars. 

Size of the loan was a sticking-point. 
London argued that it should be at least 
five billion dollars. Anything less might 
not be enough to see Britain through. 
But Washington, with an eye on Con- 
gress, put a ceiling on it. — 

Terms of the loan were in controversy 
for months. British negotiators argued 
that the credit should bear no interest. 
They resisted American arguments that 
the sterling area ought to be opened up 
to dollar uade within a year. They 
doubted if Britain would be _ strong 
enough in that time to make sterling ex- 
changeable for dollars. And they op- 
posed U. S. restrictions designed to keep 
Britain from buying more from some 
countries if that meant buying less from 
America. 

Failure of the loan to do what it was 
supposed to, however, now is the most 
important fact. Whether the loan failed 
because the terms were unwise, or be- 
cause the British Government squandered 
the money, is something for endless argu- 
ment. Point is that the money will soon 
be spent, without buying either British 
recovery or freer world trade. 

@ Belt tightening is the first response of 
Britain’s Socialist Government to this 
situation. To save dollars formerly spent 
for U.S. food, Britons are now to have 
less to eat than during the war. After 
October 1, motorists can jack up their 
cars for the duration. There is to be no 
more gasoline for pleasure driving. Escape 
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to the Continent, where food can be 
bought at a price, is likewise banned. 
Trips abroad may now be undertaken 
only for business purposes. Even com- 
mercial travel is subject to strict controls 
by the British Treasury. 

Dollar savings resulting from these 

measures, the’ Government expects, will 
be $912 million a year. Earlier import 
cuts on tobacco, films, newsprint and 
gasoline are figured to raise the total 
savings to a billion dollars. Biggest part 
of this total presumably will come out of 
British purchases in the U. S. In the year 
ended June 30, imports from the U.S. 
amounted to slightly over one and a half 
billion. In the 12 months ending next 
June, Britain’s spending in the U.S. is 
expected to be well under a billion. 
@ Expanding earnings, on the other 
hand, are looked for as British industry 
sells more abroad. Official hopes are that 
by next June exports will be 40 per cent 
above 1938; by the end of 1948, 60 per 
cent above. Most recent figures, for July, 
put the export volume at 20 per cent 
above the prewar level. 

Special measures to boost exports are 
to be announced by the Attlee Govern- 
ment within a few days. Question is 
whether these measures will be enough 
to overcome difficulties both inside and 
outside of the British Isles. 

Overseas, barriers to British exports 
are rising. Nearly every major country is 
restricting imports in order to conserve 
its own dollars. Now that sterling no 
longer is freely exchangeable for dollars, 
one of the main reasons for trading with 
Britain has disappeared. 

Effect is hardest on key items in Brit- 
ish trade. Eleven countries, for example, 
now prohibit imports of automobiles. 
Thirteen other countries severely limit 
them. Yet Britain hopes to sell 75 per 
cent of her automotive production over- 
seas. 

As a result, the Labor Cabinet may 
have to change its ideas on what the 
nation can export. E. J. Drechsel, staff 
correspondent for World Report in Lon- 
don, says Britain may have to export 
machinery and materials—especially coal 
—needed at home for British recovery. 
Coal and capital goods may be the only 
items Britain can sell successfully abroad. 

Inside the British Isles, basic question 
is whether 47 million Britons can pro- 
duce what the world is willing to buy 
when it wants to buy it. Most of all, 
this means coal. 

If “wildcat” strikes can be stopped, 
Brechsel reports, there is a good chance 
that coal output this year will reach the 
goal of 200 million tons. The Govern- 
ment may then be willing to set aside 
some of this coal for export next spring. 
It can do so, however, only by depriving 
some domestic industry of fuel. 

Even then, arithmetic of Britain’s situ- 
ation offers no hope that she can beceme 
self-supporting inside of 12 months. 
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~U. S. and Britain 
merge zones in Ger- 
many; deal will cost 
Britain 8 per cent of 
U. S. dollar loan 


British Government, 
to save dollars, an- 
nounces import cuts 
on films, gasoline, 
tobacco, newsprint. 


Calendar of Catastrophe in Britain 


February 


Worst blizzards in 
70 years cause 
$800 million loss to 
British agriculture, in- 
dustry and transport. 


July 


Britain allows free 
exchange of sterling 
for dollars, as agreed 
at time U. S. loan 
was granted 





March 





Spring floods cripple 
transport, cut farm 
acreage and drown 
stock; need for food 
imports increases 


August 
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Run on Bank of Eng- 
land forces suspen- 
sion of sterling con- 
vertibility, drastic 
import cuts 


How Britain Has Used Up the U.S. Loan 





British import tax on 
tobacco rises to 50 
per cent, to save 
dollars spent for cig- 
arettes 


September 
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With end of U. S. 
loan in sight, how 
long will Britain's 
stocks of gold and 
securities last? 
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—— Dispatch. 


ANGLO-AMERICAN FAILURE IN 





Decision to raise ‘level of industry’ as partial 
remedy, despite objections from other Allies. 
Discouragement among occupation officials. 


Reported from BERLIN 


The private opinion of many British 
and American officials in Germany is 
that combined operation of their occupa- 
tion zones this year has been a failure. 
This idea lies behind the U. S.-British 
decision to raise the level of industry in 
Germany, despite objections from France 
and Russia. 

Doubling the amount of steel and 
machinery that Germans may manufac- 
ture will help. But, as Berlin sees it, only 
a miracle can produce the two billion 
dollars worth of exports that the com- 
bined zones require if occupied Germany 
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is to pay its own way. Few officials see 
how it can be done. 
@ “Operation Gloom” is the way U.S. 
and British occupation officials unofficially 
refer to their assignment. Thomas Haw- 
kins, World Report's staff correspondent 
in Germany, cables this analysis of efforts 
to put Germany on a paying basis: 
Costs of feeding and supplying the 
Germans in the combined zones are one 
third more than planned. Britain and the 
U.S. are spending at the rate of $400 
million a year apiece to maintain Ger- 
many. Last January they budgeted for 


FOOD FOR THE GERMANS FROM OVERSEAS: It adds up to an $800 million dole 





GERMANY 


only $300 million. As one result, the 
British are anxious to shift the dollar 
burden entirely to the U. S. 

Coal production still is far below the 
target of 450,000 tons a day. Peak post- 
war output, reached in the third week of 
August, was 242,644 tons in one day. 

Transport shortages counteract any 
improvement in coal output. There are 
coal cars enough to carry only 220,000 
tons a day away from the mines. 

Exports are not to come near the of- 
ficial goal of $350 million by December 
31. Shipments amounted to $88,500,000 
for the first seven months of this year, 
far less than half the target. 

Imports of food are now at a record 
level. Rations are being met for the first 
time in months. But imports of raw ma- 
terials for German industry are far below 
schedule. Through July this year, de- 
liveries totaled only $18 million. Less 





~—U. 8S. Signal Corpe 


























than one fourth of the orders placed 
from abroad for the first nine months of 
this year have been filled. 

Lack of housing, besides impairing the 

efficiency of German mine and factory 
workers, even delays full operation of the 
agency set up to oversee recovery in the 
two Western zones. The German staff of 
the agency, now operating in three cities, 
will not be housed together in Frankfurt 
until late autumn. 
@ German morale, lower than at any 
time since the beginning of the year, par- 
alyzes Allied efforts to overcome these 
difficulties. 

Grumbling about food is universal. 
Few Germans believe that countries in- 
vaded by the Nazis are also on short 
rations. None of them care. Miners are 
now getting U.S. Army surplus rations 
in order to quiet some of the complaining. 

Resentment against coal exports is 
growing. Many Germans believe they 
can start industry booming if allowed to 
keep all the coal they mine. They do not 
accept the necessity of exporting coal to 
other European nations. 

Hatred for the French is reviving. One 
German told Hawkins: “Germans are 
not going to work so long as they think 
they are benefiting the French.” 

Family quarrels cver division of food 
supplies are increasing. Publicity has 


LAG IN POSTWAR EXPORTS 
IN MERGED GERMAN ZONES 
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British-American plans 
to start German industry 
have failed. 

Business revival in the 
occupation zones of. the 
west is bogged down. 

New sullen hatreds, 
showing up among the 
German people, are put- 
ting new pitfalls in the 
path of world recovery. 
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centered on miners who give their extra 
food rations to their families and thus 
deplete their own strength. But there are 
increasing reports of miners who take 
food from their families. One 14-year-old 
recently arrested stole a loaf of bread, 
used it to buy poison and tried to kill his 
father, who was eating all of the house- 
hold food. 

Pessimism of German businessmen is 
evident at the industrial fair in Hann- 
over. They have no difficulty in booking 
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orders, but their factories cannot deliver 
more than a fraction of the promised 
goods. 

@ A real improvement in this gloomy 
picture is not looked for until the Mar- 
shall Plan and other projects now under 
discussion get into operation, probably 
not before spring. Another depression 
winter for Germany seems unavoidable. 

New incentives now being used for 
German businessmen and coal miners are 
counted on to help somewhat. Ten per 
cent of the proceeds of export sales is 
being put aside for these two groups. 
The industrialists can use their share to 
buy new equipment or extra raw ma- 
terials from abroad. The miners are to 
get imported consumer goods. 

More responsibility, and hence more 
freedom, is being granted Germans to do 
business in the U.S.-British Zone and 
with the outside world. Thus prepara- 
tions are going forward to let Germans 
run the Ruhr coal mines, with Allied 
supervision. 

What is really wanted, however, be- 
sides more money, food and raw materials 
is a new attitude on the part of Germans. 
Correspondent Hawkins sums up: 

“Increased German energy, interest 
and co-operation are vital needs. With- 
out this, few military government officials 
think that much can be done.” 
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WORLD GRAIN SCARCITY: 
HUNGER AHEAD FOR EUROPE 





Coming drop in shipments from most 


producing areas. Belt tightening for 


Americans as possibility this winter 


Reported from LONDON, PARIS, 
BERLIN and WASHINGTON 


Western Europe’s food shortage is 
getting worse. 

It may take belt tightening in the 
U.S. to prevent famine in Europe next 
winter and spring. 

@ The shortage is to intensify U.S. 
problems in Europe. 

The Marshall Plan is to be more costly 
and more difficult. Food is one of the 
main ingredients in plans for European 
recovery. It will be doubly hard to get 
Europe back to work if her people are 
hungrier than ever. 

The dollar shortage will be increased. 
Because of poor crops, Europe must im- 
port much more food than she had 
planned. She will have to pay higher 
prices for what she gets. U.S. wheat 
costs 50 cents a bushel more now than in 
1946. Prices are likely to go even higher. 

Russia’s hand in Western Europe is to 

be strengthened. Russia is harvesting a 
good crop of grain. She will have some 
to spare. A little grain will get Russia a 
lot in the hungry countries of Europe. 
@ Western Europe—the Marshall Plan 
area—is hard hit by drought. The accom- 
panying map shows where the damage 
is worse. 

For most Europeans, it’s to be the 
severest winter since the end of the war. 
The freezes of last winter and the floods 
of last spring destroyed much of Eu- 
rope’s food. Now a scorching sun has 
killed a great part of what's left. 

France has cut her bread ration to six 
ounces a day, not enough for safety in 
a country where bread is the main staple 
of diet. The drought is causing shortages 
of most other kinds of food as well. 

The French will have fewer potatoes 
to substitute for bread. The sugar beet 
crop is threatened. Livestock will get 
less fodder. So there will be a worse 
shortage of milk, butter and cheese. In 
varying degrees, the same thing is hap- 
pening in the rest of Western Europe. 

Germany has been seared by the most 
damaging drought in 50 years. All crops 
have suffered. The potato crop is 25 per 
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cent below average in some areas. Ger- 
mans were relying heavily on potatoes to 
make up for the lack of wheat. 
Scandinavian countries are worried 
about severe damage to grain crops. Dry 
weather will shrink Swedish rye and 
wheat harvests 40 per cent, compared to 
1946. Fodder shortage is forcing farmers 
to kill livestock in Denmark and Norway. 
Britain’s dairy production is falling off 
sharply. The sugar beet crop may be cut 
in half. Potatoes and other vegetables 
have been harmed seriously. Only grain 
is relatively undamaged by dry weather. 
The blow to British food supply comes 
at a critical time. The Government has 
just reduced imports of food drastically 
to save dollars. Britain now is more de- 
pendent on food she can grow at home. 
Austria has had to lower estimates of 
all harvests because of the drought. 
Wheat, barley and potatoes are badly 
hurt. Many small gardens are wilting as 
a result of a water shortage in Vienna. 
Every country affected by the drought 
in Europe must now turn to America for 
more imports of food. 





More dollars and more 
food are going abroad 
to ward off a winter of 
famine. 

Drought means an up- 
set for U. S. planning. The 
cost may go up. 

Behind the food short- 
ages lurks a contest in 
world politics: America’s 
grain may be pitted 
against Russia’s in the 
struggle for Europe. 














CANADIAN WHEAT CROP 
A 16 per cent drop from last year 


@ America, however, has less food for 
export this year. There’s no hope for im- 
provement of the situation until mid- 
1948. :, 

The U.S. will have to cut exports of 
grain 10 per cent this year. Continued 
drought or early frost could reduce ship- 
ments still more. 

Drought has done heavy damage to 
the U.S. corn crop. Goal for the year 
was three billion bushels. But the crop 
forecast as of August 15 was only 2,437,- 
000,000. Dry weather choked off about 
223 million bushels of growing corn in 
the first two weeks of August. There 
have been more losses since then. 

U.S. exports of grain already are feel- 
ing the effect of the corn damage. The 
U. S. Department of Agriculture has held 
back much of the corn it had set aside 
for export in August. No corn will be 
sent out of the country in September 
and October. 

The U.S. is sending other grain in 
place 6f some of the missing corn. But 
the shortage still shows up in smaller 
exports. Grain shipments scheduled for 
September are down sharply from the 
July level. October will not be much 
better. 

The fear now is that the lack of corn 
will also mean less wheat for export. 
Normally, U.S. farmers feed corn to 
livestock. Since there won't be enough 
corn, many farmers will have to feed 
wheat instead. That means there will be 
less wheat to spare for Europe. 

Canada also is to have less grain to 
ship abroad in the next 12 months. Some 
officials predict a drop of 22 per cent in 
Canadian grain exports. 

Bad weather and pests have cut Can- 
ada’s 1947 wheat crop to 350 million 
bushels. That looks bad compared to 
last year’s 418 million. 

Other Canadian grains are off even 
more sharply than wheat. So Canadian 





























WHERE DROUGHT SPELLS HUNGER 
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GROWING CORN IN U. S. 
600 million bushels below 1946 
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farmers also may have to dip into wheat 
bins for animal feed. 

Except for Britain, the hungry nations 
of Western Europe may not get a grain 
of Canadian wheat this year. The reason 
is that Canada has an agreement with 
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million bushels a year. That will about P of 
use up everything Canada has for export hin ff 
this year. Other customers for Canadian iiny 
wheat are out in the cold until next “WypMy Ip 


years harvest. 

Argentina, the other big source of 
grain in America, is not expected to ship 
as much food as she did in the year 


Milf 


ended last July 1. It’s too early to tell : 
about pects. But many trad TY. 
about crop prospects. But many traders s: 
believe Argentine farmers are planting Yi Yy Up, 


less this year. They have little incentive 
to raise more. They have to sell their 


grain to the Argentine Government at a YY 
low price. /, 


The only bright spot in the world food Y i Y} 
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of the “big four” suppliers of food. A Lf YY Yi Wii) & Q : Y) 
bumper crop in Australia will not nearly YUM NH oO Yi, Y 
compensate for drought losses elsewhere. RYU yy 


@ Two-way squeeze thus has been put | 
on Western Europe by the summer's 
abnormal weather. ry, SO wr ee 
Demand for food imports in Europe Ri a ie ee 
is increasing almost daily because of the 
drought damage to European crops. 
Supply of food that can be spared by 
American countries is shrinking because 
weather in America has been unfavorable 
too. 
Coming at the same time, the two 
things mean even more hunger this year 
than last. Before another summer comes, 
Americans may have to consider taking 
some food off their tables and sending it 
overseas as an investment in peace. 
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— Dispatch 


SLIM DIET FOR FRENCH 
AS WEATHER RUINS WHEAT 


Need for imported grain that complicates 
nation’s economic plight. Added hardships 
as result of farmers’ hoarding of crops 


Reported from PARIS 


Drought is burning off France's wheat 
fields just when a big crop is needed. The 
outlook now is a slimmer diet for the 
workers on whom France depends for 
industrial recovery. 

Factory output has been sluggish. 
Black markets continue to pinch family 
incomes. The French Treasury is almost 
out of dollars to buy food abroad. Now 
nature is adding to the nation’s economic 
worries. 

A series of weather disasters has made 

this the worst year for French wheat 
farmers since 1815. Bread rations have 
been cut one fifth, to six ounces daily. 
The French say they must import three 
million tons of grain to avoid hunger be- 
fore next spring. 
@ “The deplorable state” of the grain 
harvest, as the Government calls it, is the 
product of bad luck dating back to 1945. 
William H. Lowe, World Report's staff 
correspondent in Paris cables this ac- 
count: 

The wheat harvest this year will be the 
smallest in modern French history. At 


FRENCHMAN’S TREASURE: Government wheat collectors go to the farms 
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best, the French will get three and one- 
half million tons from their fields. Before 
the war, the country was self-sufficient, 
with annual harvests of eight million tons. 

Deliveries to flour mills may amount 
to as little as two million tons. French 
peasants are hoarding large amounts of 
wheat. Some of it they trade on the black 
market for household supplies. The rest 
is fed to livestock that command high 
meat prices. 

The 1945 crop got France off to a bad 
start after the war. 

Last year a crop of seven million tons 
was too low. The Government had to 
import 790,000 tons of feed grains dur- 
ing the year. Even then it could not meet 
the full bfead ration, then nine ounces. 

An early freeze last December, coming 
before there was sufficient snow cover, 
started this season's chain of disasters. 
Winter kill and eroding rains spoiled 
some 3,750,000 acres of winter wheat. 
The areas hardest hit were in France’s 
breadbasket—the northeast, north central 
and northwest sections of the country. 
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Emergency seed was rushed from the 
U. S. this spring. Ships bound for Britain 
were diverted to French ports. All wheat 
that could be spared from East Coast 
U.S. ports was shipped hurriedly to 
France. Canada and the Netherlands 
sent grains which the U.S. promised to 
replace later in the year. Thus, 57,000 
tons of wheat intended for bread was 
shipped to France for spring replanting. 

A late spring delayed replanting the 
winter-damaged acres. Normally 95 per 
cent of French wheat is sown in the 
autumn. It was mid-April—peak work 
season for farmers—before fields could 
be put back in shape. 

Nevertheless, the relief measures gave 
hope in May that France could harvest 
at least four million tons of wheat. 

Drought now is dealing the French 
wheat crop the final blow. Excessive 
heat began in April. By July, tempera- 
tures of more than 100 degrees—unusual 
for a French summer—were scorching 
the dry fields. 

Damage has extended beyond the 
wheat fields. Fruit and vegetable crops 
were reduced. Cattle are lean. Milk is 
hard to get. The surviving winter wheat 
is ridden with weeds. The spring grain 
is turning out only fair. 

@ Bad management by officials allows 
some of the slim crop to evade Govern- 
ment collectors. 

Price discrepancies tempt farmers to 
feed excessive amounts to livestock, thus 
cutting down the supply for flour mills. 
Meat prices are high. Prices on secondary 
cereals and feed grains are double those 
for bread grains, so farmers fatten live- 
stock on scarce bread grains and sell the 
meat at fancy prices. 

Government retaliation against farm- 
ers for hoarding has boomeranged. Last 
year, when grain collections went badly, 
the Government withheld wheat from 
country bakeries. Now farmers hold back 
even more of their crops to barter in 
their own communities. 

A feast-and-famine cycle in meat is 
likely unless the Government quietly 
buys for cold storage. So much livestock 
is being fattened for market that meat 
dumping is a prospect for early winter. 
When this meat has been consumed, 
larders probably will be bare again. 

@ Consequences of the short crop will 
reach into world politics. 

Correspondent Lowe reports: 

“U.S. consumers will be called on to 
fill the gap. The alternative may be the 
eclipse of American influence in France. 
In any event, Frenchmen face a hard 
winter. Hunger will add new problems 
to French industrial revival and will test 
the staying power of a shaky Cabinet.” 
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INDIA‘S GROWING PERIL 
IN DEVELOPING CIVIL WAR 


How bloody fighting among Hindus, 
Moslems and Sikhs may upset two 
new governments and lead to famine 


A civil war is developing in India. If 
it goes on, it may upset the two new 
governments and aggravate India’s al- 
ready critical food situation. 

At the root of India’s new troubles are 

her five and one-half million Sikhs. Their 
homeland, the fertile Punjab, is divided. 
The militant Sikhs now are revolting 
against the division of India that put 
nearly half their people under Moslem 
rule. Their long-range objective may be 
to create a separate Sikh nation. 
@ The Punjab riots already have caused 
thousands of deaths and made more than 
a million persons homeless. Some food 
stocks have been burned. If the riots 
continue and spread, the Punjab’s late 
autumn harvest of grain will suffer. 

The bearded Sikhs, though repre- 
senting less than 2 per cent of the popu- 
lation, are powerful enough to keep India 
in turmoil. They are the landlords of the 
Punjab and are recognized as India’s best 
soldiers. A Sikh is Defense Minister in 
the Hindu-dominated Government of the 
Dominion of India. 

In East Punjab, mainly in the area 
around their holy city of Amritsar, Sikh 
rioters are killing every Moslem they find, 
whether man, woman or child. Whole 
villages of Moslems have been wiped out. 
Trains have been stopped and searched 
for Moslems trying to escape into the 
new Moslem state of Pakisian. 

The Sikh revolt is well organized. And 
it can lead to a movement to create a 
separate Sikh state. Believed to be back- 
ing such action are the Sikh princes, who 
rule five native states in the Punjab and 
who are opposed to joining the Dominion 
of India. 

The Moslems are retaliating against 
Sikh minorities in the parts of the Pun- 
jab now in Pakistan. Sikh property is be- 
ing seized by Moslems. Sikh leaders in 
turn threaten to do their utmost to wreck 
the Pakistan Government. 

The Hindus caught in Pakistan by 
India’s division are getting the same 
treatment as the Sikhs. They also face a 
second hazard. Some Hindus are escap- 


ing from Pakistan only to be robbed at 
the border by Sikh mobs. 

Hindu India has a serious reliet prob- 
lem as a result of the flight of now Mos- 
lems from Pakistan. The populatien of 
Delhi alone has increased 150,000 dur- 
ing the last few weeks. Most of the refu- 
gees are destitute, which complicates 
India’s already acute food shortage. 

@ A food crisis is approaching in India. 
It can be intensified by trouble in the 
Punjab. Some sections of the subcon- 
tinent already are feeling the pinch of 
hunger. The food ration is down to 800 
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calories daily, almost half of what oc- 
cupied Japan is getting at present. But 
the crucial months will be October and 
November. 

India, as a whole, expects to produce 
five million tons less food this year than 
the population needs for bare existence. 

The grain harvest, for the second suc- 
cessive year, is going to be far below 
normal. The Punjab wheat crop has been 
cut by drought. Rust has cut production 
in Central and Southern India. 

The rice harvest will be no more than 
normal. It may fall short because of the 
floods in Eastern Bengal, a rice export- 
ing area. 

Overseas aid is being sought by India 

to meet the food emergency. Food mis- 
sions are being sent to Australia and Ar- 
gentina. Only limited help is expected 
from the U.S. and Canada. 
@ The f ‘ture of the Dominions of India 
and Paki. an may be at stake in the Pun- 
jab. India ne~1. the Punjab’s surplus 
grain, which cannot be harvested or mar- 
keted unless law and order is restored. 
Much depends on whether the Sikhs, in 
rebellion, demand a separate nation for 
themselves. 
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BEHIND COMMUNIST SETBACK IN CHILE 


Need to end strikes crippling industry 
as reason for President's crackdown. 


Long-range program to build up nation 


Reported from SANTIAGO 
and WASHINGTON 


President Gabriel Gonzalez Videla is 
out to break the influence of Chile's 
Communist Party, which helped to put 
him in office. He has ousted all Commu- 
nists from appointive jobs in his Govern- 
ment. Armed with emergency powers, 
he is set to prevent further Communist- 
led strikes from shaking his country’s 
economy. 

Gonzalez Videla’s turn against the 
Communists results primarily from his 
conviction that they are working against 
the country’s interests. It takes into ac- 
count anti-Communist pressure from 
other parties. It also recognizes that U. S. 
investors have been reluctant to put 
money into Chile since he put Commu- 
nists into the Government. 

Now U.S. capital and increased pro- 
duction may help to pull Chile out of 
the economic hole. 

@ Political troubles have haunted Gon- 
zalez Videla ever since, as President, he 
started to play ball with the Communists. 

The Communist Party supported Gon- 
zalez Videla when he ran for the Presi- 
dency about a year ago. In the election, 
he received 50,000 votes more than his 
nearest opponent. This was the number 
cast by Communists. So he decided to 
give the Communists positions in his 
Government. He intended not only to 
reward them for their support but to 
curb strikes by Communistic unions by 
getting them on the Government's side. 

Three Communists got Cabinet posts, 
the first members of their party ever to 
hold such positions in an American coun- 
try. Several others were appointed to 
state governorships and to high places 
in Government agencies. All gave sub- 
ordinate jobs to party members. 

Difficulties soon began to develop. 
Strikes continued to curtail shipments of 
nitrate and copper. The three Com- 
munist Ministers lacked the ability to do 
their jobs well. 

A crisis in the coalition Cabinet re- 
sulted from disagreements between Com- 
munist and Liberal Party (conservative) 
Ministers. All members of the Cabinet 
resigned. When Gonzalez Videla ap- 
pointed a new Cabinet, there were no 
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Communists in it. Communists resented 
the loss. Five Communist governors re- 
signed, but Gonzalez Videla rejected 
their resignations. 

The breach widened when Commu- 
nists attacked Gonzalez Videla for his 
handling of a bill to legalize unionization 
of farm laborers. The President, a Radi- 
cal, thought the bill was too conserva- 
tive. He sent it back to the national 
Congress with a request for changes. 
Communists condemned his message as 
too mild. He retorted that they could not 
dictate to him. 

A mission to the U.S., meanwhile, 
sought Export-Import Bank . credits. 
U.S. officials say that no reference to 
Communists was made in their discus- 
sions. But the mission went home empty 


handed. 





Last straw, as far as Gonzalez Videla 
was concerned, was a new surge of 
strikes in August. Miners, resenting 
bread prices set by the Government, 
tied up coal production. Communist rail- 
way workers joined them. 

The President called the strikes “rev- 
olutionary” and said the strikers were 
“in frank rebellion against. the consti- 
tuted authorities.” He blamed the Com- 
munists for launching an “unbridled and 
unheard-of campaign of subversion of 
public order.” 

At his request, the national Congress 

granted him emergency powers to deal 
with strikes. At the same time, he an- 
nounced dismissal of all Communists 
holding appointive offices. 
@ Economic troubles account, pri- 
marily, for the ease with which Com- 
munist leaders have been able to incite 
strikes. 

Living costs in Chile possibly are the 
highest in Latin America. Supplies are 
short. Speculators hold commodities for 
extortionate prices. 

Farm laborers are unable to maintain 
even the subsistence level on which they 
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usually have lived. Commen laborers in 
the cities are starving, and many of them 
have no shelter. White-collar workers 
are being squeezed painfully. 

Dollars that Chile accumulated dur- 
ing the war have been spent, most of 
them for luxuries. 

Government spending has been heavy. 
Years of unbalanced budgets have put 
the national Treasury deep into the red. 

Immediate remedy that Gonzalez Vi- 
dela is trying to apply is increased pro- 
duction. That is why he is determined 
to stop strikes. 

Full production would help to relieve 
domestic shortages of goods. It would 
enable Chile to export capacity ship- 
ments of minerals and metals now, while 
markets are strong, and to buy imports 
that she needs. Prices would come down. 

The Government proposes also to pre- 
vent speculation, cut down note issues, 
curb excessive credit, increase taxes and 
trim Government expenditures. 

For the longer pull, Gonzalez Videla 
wants to build public housing projects 
and increase industrial development. He 
also wants to exploit oil and timber de- 
posits in Southern Chile. 

@ Outside money will be necessary to 
finance these long-range projects. 

Argentina may lend Chile some money. 
Big credits are provided in a commercial 





agreement the two countries made last 
winter. But Chile has not yet ratified 
the agreement. Meanwhile, Argentina's 
reserves of gold and dollars have gone 
down fast. 

The International Bank also is a pos- 
sible source of money for the program. 
But the Bank has failed to approve a 
loan application that Chile filed months 
ago, 

U.S. capital, both public and private, 
appears to be Chile's best bet. 

The Export-Import Bank had set up 
$90 million in credits for Chile at the 
end of last year. About half this money 
is still available. It will be used to pay 
for U.S. goods and services as soon as 
Chile can get delivery on the goods and 
can meet the terms of the credits. But 
more money than this will be needed. 

Officially, the U.S. Government has 
given no sign that it has changed its 
attitude since the Chilean mission was in 
Washington last spring. The Enxport- 
Import Bank probably will not grant 
new credits until Chile reaches terms 
with U. S. owners of her defaulted bonds. 

Private companies in the U.S. are re- 
acting favorably to Gonzalez Videla’s 
turn against the Communists. A large 
copper company, afraid to make new 
investments in Chile while Communists 
were influential, had been holding off 
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THEY MAY CAUSE TROUBLE: Chilean Communists, now ousted from the Government, were happier in this parade 


action on a $100 million program for 
converting its plants in Chile to a new 
process. Now the company is going 
ahead with plans and specifications. It 
proposes to start construction as soon as 
these are ready. 

Other U.S. companies that were fear- 
ful are studying projects for the invest- 
ment of money in Chile. 

Chilean industrialists, too, have 
changed their attitude. U.S. manufac- 
turers report that Chilean interest in buy- 
ing heavy machinery has revived. 

A tough fight is ahead for Chile’s Presi- 
dent. He has to deal with a conservative 
national Congress that opposes some of 
his policies. The Communists will try to 
make trouble. Chile’s economic ills have 
been so bad for so long that they cannot 
be cured overnight. But if Gonzalez Vi- 
dela can prevent strikes and can get out- 
side capital, economic conditions will im- 
prove. 

Biggest question is how much trouble 
the Communists will make. Their Sena- 
tors and Deputies will do all they can to 
embarrass the Administration, but there 
are not enough of them to block legisla- 
tion. Biggest threat is that Communist- 
led unions will strike in defiance of 
Government orders. Strikes of this kind, 
if they occur, probably will produce 
bloodshed and may bring on military rule. 
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PAST AND FUTURE OF THE UNITED NATIONS 


Prospect of major upheaval because of 


discontent over use of veto, rivalries 
between big powers and lack of results 


The United Nations now is headed 
for a major upheaval. 

The combination of vetoes, rivalry 
among the big powers and the lack of 
results on all major issues has brought dis- 
content to a climax among the rank-and- 
file members of the U.N. 

The annual meeting of the General 
Assembly, now ready to convene, is to 
see a determined effort by the smaller 
nations to gain a more active role in the 
conduct of U.N. affairs, vetoes or no 
vetoes. The widespread feeling is that 
there has been too much stalling in the 
United Nations to date to make it a going 
concern. 

This impatience reflects the growing 

rift between the West and Russia. And 
it is giving impetus to a move for a basic 
shift in U. N. ideas on how best to en- 
force peace. This is to become more 
apparent after the Assembly gets down 
to work. 
@ Critical scrutiny first is due for the 
record of the Security Council. This is 
supposed to be the strong right arm of 
the U.N. It has been in operation 20 
months. But its performance score is 
almost zero on those questions which 
interest the Assembly: 

Atomic energy. No agreement is in 
sight on a formula for control of atomic 
energy and the outlawing of the atomic 
bomb. Moscow’s insistence on Soviet 
sovereignty has blocked progress. 

A U.N. police force. No agreement 
has been reached on providing the U.N. 
with a constabulary to crack down in 
areas where peace is imperiled. The So- 
viets again have stalled progress on a 
mutual plan here. 

Disarmament. No agreement yet on a 
working method to ease the crushing 
tax load which present armaments im- 
pose on most nations. 

Greece-Balkans. A deadlock prevents 
agreement on what action the U.N. 
should take to end the tension along the 
common border between Greece, Al- 
bania, Yugoslavia and Bulgaria. 

Indonesia. Rival interests of the big 
powers have combined to block any 
positive moves toward restoring peace 
in the Dutch East Indies. 
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Egypt. No decision is near on the way 
to tackle the dispute between Britain 
and Egypt over how soon British troops 
should be removed from the Nile Valley. 

Spain. There has been no agreement 
on what tactics the U. N. should use to 
speed the end of Franco's regime in 
Spain. 

Trieste. The Big Five can’t agree on a 
man to govern the free territory of Trieste. 

New U.N. members. No agreement 
has been reached on the admission of 
Ireland, Portugal, Trans-Jordan, Italy, 
Austria, Albania and Outer Mongolia. 





How many Russian ve- 
toes can the United Na- 
tions survive? 

American diplomats 
want to bring this ques- 
tion into the open at the 
meeting of the U. N. Gen- 
eral Assembly in New 
York. | 

Another U. S.-Soviet 
showdown lies ahead. 











The veto. No one has figured out how 
to restrict use of the veto to only the 
most drastic emergencies. Russia is un- 
yielding about any limitation on her 
veto power. The rest of the Big Five on 
the Security Council favor restrictions 
that would make the veto a weapon of 
last resort. 

In the veto controversy, the most 
ironic thing is that the word “veto” does 
not appear in the U.N. Charter. The 
Charter provides merely that Security 
Council approval on a major question 
requires a “yes” vote from seven of its 11 
members, but the seven must include 
the five permanent members of the Coun- 
cil—Britain, France, U.S., Russia and 
China. If any of the five cast a negative 
vote, it spells “veto.” 


@ What to do about this series of dead- 
locks is a question that points up the 
gathering conflict in the U. N. Between 
the General Assembly and the Security 
Council. 

Under the Charter, the General As- 
sembly has been limited to recommend- 
ing action to the Security Council. It has 
no power to act itself. But, as the town 
meeting of the world, the Assembly can 
talk all it wishes on problems. There is 
nothing in the Charter that can choke 
off this open debate, and that may prove 
the most formidable weapon the Assem- 
bly possesses. 

Actual power, however, is now con- 
centrated in the Security Council. It can 
carry out or discard Assembly recom- 
mendations. The Council has been assign- 
ed primary responsibility in the U.N. 
for preserving world peace. And it is 
given full authority to intervene immedi- 
ately in disputes between nations. 

The issue now being raised is what 

the Assembly can do if it feels its recom- 
mendations are being flouted by the 
Security Council. Or if it believes the 
Council is too divided to enforce world 
peace by prompt settlement of threaten- 
ing disputes. 
@ This basic problem is not to be set- 
tled to everyone’s satisfaction at the com- 
ing Assembly session. Any permanent 
realignment of Security Council and 
Assembly functions is to require con- 
siderable evolution. . 

The initial line of attack on the prob- 
lem, however, will be to try to carry to 
the General Assembly all major questions 
on which the Security Council is unable 
to agree. 

This strategy involves an important 
swing away from the original U.N. 
theory that the Security Council could 
be entrusted to preserve peace by mili- 
tary force. The new concept is that the 
General Assembly, although lacking po- 
lice power under the Charter, can muster 
such tremendous support throughout the 
world for its decisions that it can make 
them prevail by the sheer weight of pub- 
lic opinion. 

The General Assembly’s ability to do 
this is still a matter of dispute. Skeptics 
argue that Communist states traditionally 
are immune to the pressure of world 
opinion. The fact remains, however, 
that Soviet Russia adopted a much softer 
line for months after she was assailed for 
uncompromising tactics during the last 
session of the Assembly. 














UN VETO BOX SCORE 


USSR . « 's 
FRANCE .. . 


WHAT THEY VETOED 


USSR 
Membership Applications 


Greek-Balkan Disputes 
UN action on Spain 
Syria-Lebanon Dispute 


Parliamentary technicalities 


France 


UN Indonesian Investigation 


Parliamentary technicality 


Hopes for a lasting world peace have 
been battered by U.N. disagreements 
since the organization was launched at 
San Francisco in June 1945. Nevertheless, 
samplings of opinion show that the people 
of the world still wish fervently for the 
U. N.’s success. This is the force than can 
make or break the Assembly's bid for a 
more decisive role in U.N. affairs. 

@ If the Assembly succeeds in this bid, 
it will have a twofold significance. First, 
it may open the way for more dynamic 
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ORGANS OF THE U.N.: Can the General Assembly (top) succeed where the Security Council (bottom) has failed? 


activity by the U. N. Second, it will mark 
a start in orienting the U. N. away from 
the overriding influence Russia has been 
exerting. 

Much conjecture exists whether the 
Soviets and their satellites can be ex- 
pected to remain in the U. N. if the As- 
sembly develops into a force that can 
by-pass vetoes. The idea of Russian 
withdrawal, however, is not taken seri- 
ously by most experts. Historically, Russia 
believes in alliances, and the U.N. is 


3 
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the biggest one Moscow has ever en- 
tered. In alliances through the past cen- 
tury under the Czars, the Russians cre- 
ated much difficulty at first but matters 
eventually adjusted themselves satisfac- 
torily. The U.N. experts see history re- 
peating itself. 

At the moment, however, Russia is set 
against any change in the status quo of 
the U.N. and is to fight vigorously at 
Lake Success all efforts to bring any 
basic shift in the organization. 
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CAN REFORMS COMBAT 





UNREST IN PARAGUAY 


Presidential program for restoring civil 
liberties, modernizing transportation 


and improving and extending agriculture 


Reported from 


President Higinio Morinigo once more 
firmly controls Argentina’s satellite, Para- 
guay. His forces have won a civil war 
that caused 5,000 casualties. But leaders 
of the defeated rebels are determined to 
launch another revolution as soon as they 
get a chance. 

Linked with Morinigo’s victory are 

charges that arms furnished by Argentina 
enabled him to win the crucial battle that 
ended the five months’ war. 
@ Primary cause of the civil war was 
fear that Morifiigo was heading Paraguay 
back toward dictatorship. Minority par- 
ties also wanted to get into power. 

Military leaders of the revolt at first 
were young officers who had executed a 
coup in July of last year. As the result 
of that coup, Morifigo ousted high of- 
ficials suspected of having Fascist sym- 
pathies. He restored civil rights that had 
been suspended during his seven years 
of rule. He gave Cabinet jobs to civilians 
belonging to two of Paraguay’s five par- 


HE WON, THEY LOST: President Morifiigo looks over rebel prisoners 
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ties, the Colorados and the Febreristas. 

Friction later led the Febreristas to 
quit the Cabinet. Mo: .iigo announced an 
“anarchist plot” had been discovered. He 
declared martial law and called off an 
election. Shortly afterward, garrisons in 
Northern Paraguay revolted. 

Political backing of the revolt was nar- 
row at first. Only the Febreristas, the 
Franquistas and the Communists sup- 
ported it. Altogether, these parties have 
only a tenth of Paraguay’s voting strength. 
But in June the powerful Blanco (Lib- 
eral) Party came in on their side. Mean- 
while, the former dictator-President and 
Franquista leader, Col. Rafael Franco, 
took command. 

@ The crisis came when rebel forces 
closed in on the capital, Asuncién. The 
rebel radio station, in Uruguay, an- 
nounced that Asuncion was falling and 
that Morinigo had fled. But suddenly 
members of the loyal Colorado Party got 
arms. Colorados and Government troops, 
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fighting under Morifigo, gave the rebels 
a decisive defeat. 

Leaders of the revolution fled to neigh- 
boring countries. Now they are prepar- 
ing to set up a government-in-exile and 
to resume the fight at an opportune time. 

Rebels charge that Argentina furnished 
the arms that turned the tide. In the Ar- 
gentine Congress, a deputy opposed to 
President Juan D. Perén has echoed the 
charge. But so far the charge has not 
been proved. 

@ Morifigo’s chances of getting popular 
support before the next revolution de- 
pend largely on whether he sets up a 
democratic government and:improves so- 
cial and economic conditions. 

Constitutional government has been 
promised by Morifigo since the end of 
the fighting. He declares that a constit- 
uent assembly will be elected in a few 
months, probably in January. A presi- 
dential election, he says, will come later. 

Raising living standards poses a harder 
problem than restoring democratic gov- 
ernment. Paraguay is the most backward 
country in Latin America. This back- 
wardness has made it a fertile field for 
dictatorships and revolutions. Dictators, 
in turn, have prevented progress. 

Larger than California, Paraguay has 
rich lands for farming, vast ranges for 
grazing and valuable stands of timber. 
A U.S. company, now making tests, be- 
lieves that the Chaco region contains 
huge deposits of oil. But agriculture is 
primitive. Transportation is poor. There 
are only 2,000 motor vehicles in the 
whole country. 

The only outlet to the sea lies through 
Argentina. Paraguayan commerce is Car- 
ried in Argentine river boats, at high 
rates. Paraguay, thus, is an economic 
vassal of Argentina. 

A start toward economic improvement 
has been made. A technical mission from 
the U.S. Institute of Inter-American Af- 
fairs is working to improve farm crops 
and methods. A loan of six million dollars 
from the U.S. Export-Import Bank has 
been spent in building good roads. 

Morinigo wants to go much further. 
He proposes a $50 million program to 
modernize and extend agriculture, build 
roads, renovate railroads, give Asuncion 
sewers and running water. He hopes to 
get part of the money for this program 
from the Export-Import Bank and some 
from the Argentine Government. 

Relinquishing dictatorial power may 
be distasteful to Morinigo. Getting $50 
million will be hard, if not impossible. 
But if he restores political liberties and 
makes a start toward economic improve- 
ment, he may have most Paraguayans 
behind him in the next revolution. 
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CABINET’S TIGHT GRIP 


ON BRITISH BUSINESS 


Steady progress of socialization despite 
Labor's reluctance to use its full powers. 
Narrowing field for private enterprise 


Reported from LONDON 


The present crisis in Great Britain is 
speeding up Government control of the 
business life of that country. 

@ Direct control, through Government 
ownership of key industries, will move 
ahead on schedule. 

@ Indirect control, through special pow- 
ers voted to the Cabinet by Parliament, 
will increase as Britain’s financial trou- 
bles deepen. 

Absolute control of the entire national 

economy is possible. There is talk in 
London now that the Government may 
decide to assume direction of all busi- 
ness. Such action would be taken re- 
luctantly, only as a last resort. Free 
enterprise continues only so long as the 
present Cabinet does not use all its 
powers. 
@ Background of this trend is an im- 
portant political fact. The Labor Govern- 
ment, now two years old, has not lost 
any of the political strength that put it 
in office. In 27 by-elections, the Con- 
servatives have not gained one seat in 
Parliament. There is division within the 
Government, but it is caused by advo- 
cates of more control, not less. The 
trend, consequently, is toward tighter 
Government management of Britain's 
business. 

The Laborites’ “limited socialism” has 
brought British business to this point: 

The Government exercises ironclad 
control of the primary ingredients of 
business enterprise: mdney, materials 
and man power. Government ownership 
of basic industries strengthens the con- 
trol of those in private hands. First in- 
dustries taken over are those that serve 
fundamental needs of all industry. 

The coal mines already are nationally 
owned. The transport system will be 
taken over next January. Coal is all- 
important to Britain’s factories. An in- 
dustry unable to get coal could not 
operate. An industry deprived of trans- 
port would be equally helpless. It could 
not get raw materials to its plant or 


finished goods to market. 


@ National ownership of British indus- 
try is following this timetable: 

At present, coal mines, air lines, cable 
and wireless, radio, banking and agri- 
culture are being operated by the Govern- 
ment. 

In the banking field, only the Bank of 
England has been taken over. But the 
Bank has power to make recommenda- 
tions to all private banks. Its authority, 
in practice, is absolute. 

In agriculture, farmers retain title to 
the land, but only so long as the Govern- 
ment is satisfied with their behavior. 
They must raise the crops called for by 
the Government. Wage rates and effici- 
ency standards are fixed by the Govern- 
ment. Farmers may be penalized by loss 
of their land. They may be rewarded by 
guaranteed prices and by Government 
aid in getting new land. 

Workers in the Government-controlled 
industries total nearly two million. The 
Government employs three and one-half 





~British Combine 


BRITISH AIRLINE PORTER 
Her boss is the Government now 


million more in the civil services and the 
armed forces. Thus, more than one fourth 
of all employed persons in Britain work 
for the Government. 

@ Next year will add transportation, 
electric power and medicine to the Gov- 
ernment-operated group. 

Nationalized medicine goes into effect 
next July. After that, doctors may con- 
tinue in private practice if they can find 
patients who will pay them. But every 
Englishman will be entitled to receive 
medical and hospital care from the Gov- 
ernment. The Government will take over 
all hospitals. 

Almost two million workers will be 
involved in next year’s shifts. The Gov- 
ernment then will be the boss of more 
than seven million people. 

In the future, Government ownership 
is almost certain for the gas industry and 
iron and steel. The Labor Party is pledged 
to this, but no legislation has been intro- 
duced. Right now, the party itself is di- 
vided. Its left wing demands the pledge 
be carried out as quickly as possible. Top 
leaders are inclined to go slow. They do 
not want to strain the economy further 
in the middle of a struggle for survival. 
The two industries employ nearly half a 
million people. With them in the Gov- 
ernment fold, 40 per cent of the labor 
force will be working for the Govern- 
ment. 

Long range possibilities include four 


important industries: automobiles, chem- 


icals, petroleum and construction. Thus 
far there has been only talk. The best bet 
is that nothing will be done about these 
industries before the next general elec- 
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He's still in private enterprise 


SEPTEMBER 9, 1947 © 19 





tion. The present Parliament may last 
until 1950. 

The Worldgraph at the right shows 
the present status of the British indus- 
tries included in the timetable. The last 
category includes more than two million 
workers. Thus the total of actual and 
potential Government-employed persons 
is nine and one-half million. At the be- 
ginning of this year, the total labor force 
was 19,642,000. Hence every other em- 
ployed Briton may eventually be working 
for the Government. 
| Government powers are now at a new 
peak. Emergency war powers were first 
granted the Coalition Cabinet after the 
evacuation of Dunkerque in 1940. In 
1945, the Labor majority in Parliament 
extended these powers for five years, but 
still tied them to the war emergency. 
Last month, Parliament reaffirmed the 
Cabinet’s extraordinary powers. But this 
time the emergency character was 
dropped. Bitter objections centered on 
this statement of the purpose for which 
almost unlimited power may now be in- 
voked by the Government: 

“For ensuring that the whole resources 
of the community are available for use, 
and are used, in a manner best suited to 
serve the interests of the community.” 

Money controls begin with the Bank 
of England’s control of credit policy. In 
addition, the Government can prohibit 
issue of any securities that it does not 
approve. It can regulate prices and set 
retail profit margins. Inducements as well 
as penalties are within the Government's 
scope. It can advance capital to industries 
if they agree to conform to Government 
suggestions and advice. 

Materials are controlled through 
priorities, which may be enforced by 
means Of permits and licenses. Most of 
Britain’s industrial raw materials are im- 
ported, and control over imports is air- 
tight. As an example, before the Govern- 
ment releases imported materials to a 
manufacturer, it usually requires a prom- 
ise that a fixed proportion of output will 
be exported. 

Land controls are in a special category, 

but they also exert pressure on British 
business. If the Government does not 
approve the proposed location of a new 
factory, the manufacturer is told that 
neither labor nor materials will be avail- 
able there. 
@ Man power is the Government's most 
delicate problem. Its postwar policy was 
to drop labor controls as quickly as pos- 
sible. The Labor Party, by tradition, op- 
poses Government direction of workers. 
But the Government now has full power 
to direct labor into an essential industry. 
@ The Attlee Government will go slow 
in using its full powers. But the Labor 
Party's left wing is exerting constant 
pressure for more speed in taking over 
business. Even if the future should bring 
a political reversal, basic changes now 
being made could: not be undone. 
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Report on World Commerce 


HOW NATIONAL INTERESTS SHACKLE TRADE 


Loopholes in Geneva Charter that prevent or 
delay removal of restrictions on commerce. 


Continuation of import and exchange controls 


World trade, since the end of the 
war, has gotten more and more tangled 
up in import restrictions, exchange con- 
trols, tariffs and other barriers. For the 
last five months, representatives of 18 
countries have been trying to prevent 
the spread of this jungle of restrictions 
and to cut a path toward freer trade. 
In this analysis, WORLD REPORT 
shows how the ideals of freer trade have 
been tempered to fit present-day real- 
ities in the most important part of the 
proposed charter of the International 
Trade Organization. 


T HAVANA next November, a new 
A code of rules to govern world trade 
will be presented to some 50 countries. 
Acceptance or rejection of this trade 
charter and the International Trade Or- 
ganization it proposes will indicate the 
path world commerce is to follow in 
coming years. ; 

Last April, 18 countries sent repre- 
sentatives to Geneva to work up this 
set of trade proposals, roughed out pre- 
viously in London and New York. 

Late in August, the trade proposals 
emerged in a form that means all things 
to all men. The charter is a network of 
compromises but a miracle of achieve- 
ment in a world of trade confusion. 

The preparatory commission of 18 
countries at Geneva agreed to a long- 
term objective of freer trade and depre- 
cated artificial restrictions on trade. But 
in the years before the trade millenium, 
import and export controls, discrimina- 
tion, high tariffs and preferences will 
be permitted under certain conditions. 

Thus, the trade charter is made flex- 
ible enough to meet current conditions 
and gain approval of many countries. 

But exceptions to the rule, so preva- 
lent in the charter, are to make the road 
toward free trade a tortuous one. 

Since the Geneva conference opened, 
a number of countries, including Brit- 
ain, Argentina, Mexico and Chile, have 
restricted imports. Others, such as 
France and Brazil, have announced 


their intention to increase tariffs. The 
world outside has paid little attention 
to the proceedings in the conference 
halls at Geneva. 

Some say it is too soon to try to pre- 
pare rules for world trade. There is too 
much chaos, too much unbalance. Too 
many countries, to avoid bankruptcy, 
feel they must limit imports and control 
the use of their foreign exchange. 

The answer from Geneva is that now 
is the time to tackle trade problems— 
before any definite patterns have solid- 
ified. Later might be too late. 


Amendments Later? 


Whether early or late, the code, as 
it stands, is acceptable to the represen- 
tatives of 18 countries that do at least 
two thirds of the world’s trading. Some 
observers still feel, however, that many 
of these countries are willing to go 
along now simply because the trade 
charter will not affect them much at 
first, and that it can be amended later. 

The U.S. delegation at Geneva is 
willing to chance future amendment 
and to accept compromises in order 
to get present agreement to long-term 
objectives dear to the hearts of Will 
Clayton, U. S. Under Secretary of State 
for Economic Affairs, and Clair Wilcox, 
Director of the Department’s Office of 
International Trade Policy and chief 
U.S. negotiator at Geneva. 

Most pertinent parts of the ITO 
charter are the proposals covering tar- 
iffs and quotas on imports and exports. 
These sections are of greatest interest 
today to those engaged in world trade. 

The charter recommends reduction 
in tariffs and, at Geneva, an attempt 
has been made to suit the action to 
the word. 

The 18 countries at Geneva have 
made a united effort to slash tariffs. 
More than 100 bilateral negotiations 
have been started. All tariff concessions 
are made under the most-favored-nation 
principle. This means that tariff cuts 


made by any nation will be extended to 
each of the 17 other countries repre- 
sented at Geneva. 

A score of agreements have been 
completed, largely among the smaller 
nations, such as Norway, South Africa 
and Czechoslovakia. 

A number of other negotiations are 
held up, pending completion of deals 
with the U. S. 

As the greatest trading country, the 
U.S. moves slowly in tariff negotia- 
tions. Almost every concession offered 
by the U.S. is of importance to many 
supplying countries. Effects of offers to 
cut U.S. duties thus have to be 
weighed carefully. 

Also, other countries are going slowly 
with the U.S. because of the “escape” 
clause that the U.S. inserted with re- 
gard to tariff reductions. This clause al- 
lows withdrawal of any concession if 
serious injury to domestic industry can 
be established. This makes other coun- 
tries wonder how permanent certain 
U. S. tariff cuts will be. 

U.S. deals with the British Com- 
monwealth are delayed by Britain’s eco- 
nomic crisis. The U.S. is offering to 
cut the import duty on wool, for ex- 
ample, by 25 per cent. This appeals to 
Australia, New Zealand, and South Af- 
rica. But, in return, the U. S. wants re- 
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ESCAPE-CLAUSE TROUBLE 
Chief U. S. Negotiator Wilcox 
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Acute problems are blocking free commerce of the world. 
Countries are running out of the dollars they need to buy 


They are putting up protections for their war-weakened 
industries to ward off competition from other countries. 

Against this background, trade barriers still are mount- 
ing. November will tell the story: whether world trade is to 
move toward more freedom—or less. 
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ductions in the preferential tariffs that 
favor trade between British countries. 


However, Britain now needs to buy 
more from British countries to save dol- 
lars. She is inclined to do everything 
possible to favor such imports. She also 
wants to increase her exports to the 
Empire. All in all, Britain at this time 
wants to retain the advantages of Em- 
pire preferences. This circumstance 
makes U.S. negotiations with British 
countries especially difficult. 


France has just altered her tariff 
structure. Formerly, she levied specific 
duties in francs on specified imports. 
But the franc has depreciated so much 
that this system doesn’t mean much any 
more, and France now is going over to 
the ad valorem system, which sets the 
duty at a percentage of the value of the 
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LONG-TERM OBJECTIVES 
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import. The net result is a general in- 
crease in French tariffs. 

The French decision upset all calcu- 
lations at Geneva. 

Brazil is about to raise tariffs too. 
Cuba threatens to do likewise. 


Protection and Quotas 


The protectionist trend is considered 
particularly unfortunate at neva, 
where the intent was to lower tariffs. 

All these are reasons for the slow 
pace of tariff negotiations at Geneva. 
Unless the larger countries can agree 
on reduced duties, only a small fraction 
of the world’s trade will be affected 
by the cuts thus far granted. 

It is in the field of quantitative re- 
strictions—import and export quotas— 
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EMERGENCY EXCEPTIONS 
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that the ITO charter makes its most 
important concessions to present trends. 

Quantitative restrictions are deplored 
and each of the 18 countries has agreed 
to ban them—eventually. Meanwhile, 
limitations of this type are biting into 
world trade every day. The main rea- 
son is that most countries are short of 
dollars and are attempting to cut im- 
ports from the U. S. 

The U. S., after a battle, agreed to a 
number of major exceptions to the gen- 
eral ban against quantitative restric- 
tions. 

For instance, imports may be cut 
back if a country is not earning enough 
foreign exchange to pay its bills abroad. 
If the country is in an extremely bad 
way, such measures can be made dis- 
criminatory. They can be used to re- 
duce imports of U.S. goods, for ex- 
ample, more sharply than purchases of 
similar items from other countries. This 
is what Britain apparently is planning 
to do right now. 

The U. S. insisted on acceptance of a 
provision that the International Mone- 
tary Fund have the final say on the use 
of import quotas by member countries 
of the ITO. By this maneuver, the U. S. 
gained an advantage, since the U. S. 
controls almost a third of the votes in 
the Fund. 

Also, member countries may limit im- 
ports to encourage development of do- 
mestic industries. But the U. S. insisted 
that such countries first get approval 
of the ITO. 

Both of the major exceptions to the 
ban on quantitative restrictions prob- 
ably will be used by any countries en- 
tering into the Marshall Plan or a cus- 
toms union in Western Europe. 

A further exception resulted from the 
British crisis. Sir Stafford Cripps, Brit- 
ain’s chief negotiator at Geneva, stated 
recently that Britain could not approve 
the charter unless she could use dis- 
criminatory trade practices during her 
emergency. Accordingly, it was decided 
that all signatories of the charter would 
be allowed this right for one year. 

Limitations on trade thus are still in 
effect and will remain so, in many 
countries for many reasons. 

The trade charter tries to anticipate 
every possibility. As a result, it is honey- 
combed with loopholes and exceptions. 
The big question is whether the loop- 
holes ever can be plugged so that world 
trade can be directed into a free chan- 





U. S. Under Secretary Clayton 


Chief British Negotiator Cripps 


nel, unhampered by major restrictions. 
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Discrimination against Westerners and 


growth of Government monopolies. Runaway 


inflation that robs private firms of profits 


Reported from SHANGHAI 


Private businessmen are being frozen 
out of China’s export trade by Chinese 
Government corporations and mounting 
inflation. 

Prices in Shanghai are rising so rapidly 
that traders cannot afford to buy goods 
for world markets. Government trading 
companies are moving in on the export 
business, financed by unlimited quanti- 
ties of “printing press” money. 

“As a result, the Chinese Government 
rapidly is securing a monopoly over ex- 
ports from China,” Joseph Fromm, staff 
correspondent of World Report cables 
from Shanghai: “Private export is coming 
to a standstill. 

“The Government is taking over export 
of tung oil, hog bristles, frozen eggs, cot- 
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CHINESE DOLLARS: A million won't go far 
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ton textiles, wolfram, antimony, tea, silk, 
salt. These items comprise virtually all of 
China's current shipments abroad.” 
@ New exchange regulations in August 
were supposed to help private exporters 
get back into business. But rising prices 
have canceled out the effects of the new 
regulations. What happened is this: 

Before the August rules, private busi- 
nessmen were required to exchange their 
export revenues at the official rate of 
12,000 Chinese dollars to one U.S. dol- 
lar. But the rate on the open market had 
risen by August to about 40,000 to 1. 
The free rate reflects production costs and 
Shanghai prices, which are rising steadily 
in a runaway inflation. 

“In other words,” Fromm reports, “it 
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cost a private exporter in August close 
to 40,000 Chinese dollars to buy an item 
which could be sold in the United States 
for one U.S. dollar. The exporter, how- 
ever, was required to exchange the U. S. 
dollar at the official rate for 12,000 
Chinese dollars. This meant a loss of 
about 28,000 Chinese dollars for every 
dollar of business. As a result, private 
export stopped.” 

After the August regulations were 
adopted, the Government's Central Bank 
began paying exporters 39,000 Chinese 
dollars for each U.S. dollar. The official 
rate was kept at 12,000 to 1 for other 
purposes. But prices of export goods 
soared immediately. Within a few days, 
private exporters had to pay 60,000 
Chinese dollars or more for an item on 
which they could realize one U. S. dollar. 
@ Inflation, stimulated by civil war, lies 
at the root of China’s trade troubles. The 
Chinese dollar has lost 95 per cent of its 
value in the last 15 months. Military ex- 
penditures swallow 80 per cent of the 
Government's budget. All this is financed 
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CHINESE ARMY: 80 per cent of Government costs 
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by “printing press’ money. Revenues 
cover only 20 per cent of the budget. 

Production, hampered by shortages of 
fuel, raw materials, transportation and 
machinery, remains low while the cur- 
rency expands. Living costs in Shanghai 
tripled between February and May, and 
prices are still climbing rapidly. 

Areas that normally produce 60 per 
cent of China’s exports are controlled or 
cut off by the Communists. Production 
of export goods in Nationalist areas is 
held down by Army seizure of foodstuffs 
and conscription of labor, as well as by 
actual fighting. 

Transportation tie-ups hamper ship- 
ments from the interior and along the 
coast. So do high shipping costs. Gov- 
ernment monopolies dominate river and 
coastal shipping, from which Western 
companies are excluded. Shipping rates 
between Shanghai and Tientsin equal 
those between Shanghai and New York. 

Inadequate exports aggravate domes- 
tic price pressures. Exports paid for little 
more than half of China’s imports in.the 
first six months of 1947, and imports are 
draining China's gold reserves rapidly. 

@ Import restrictions now are being 
undertaken. Since last December, a 
stringent licensing system has been im- 
posed on the entire import trade. Many 
commodities have been placed under 
fixed quotas. Government approval is 
required for every incoming shipment. 
Private importers must have the Govern- 
ment’s permission to carry on trade at all. 
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PRIMITIVE TRANSPORT: High in cost, slow to get there 


Government regulations put private 
business more and more under the con- 
trol of officials recently denounced as cor- 
rupt, greedy and incompetent by Lieut. 
Gen. Albert Wedemeyer. Demands for 
bribes complicate almost every transac- 
tion, Westerners charge. They also com- 
plain that: 

Firms controlled by top officials of the 
Nationalist Government get preference 
over other traders. Western and Chinese. 


Chinese firms get preference over * 


Western companies in allocation of li- 
censes and quotas. Chinese with high 
“connections are elbowing out American 
traders as agents for manufacturers 
abroad. 

Exchange controls make it impossible 
for Westerners to send their profits home 
without violating the law. Promises to 
ease these restrictions have not been 
kept. 

Tax administrators and Chinese courts 
discriminate against Westerners. 

“No Westerner dares take a case to 
court,” an American businessman told 
Fromm. “He doesn’t have a chance.” 
Most disputes are settled out of court 
at high cost. | 

American goods still are as popular as 
ever. More than two thirds of China’s 
imports come from the U.S. But private 
importers are to face growing difficulties. 
In China’s export trade, private opera- 
tions already have been brought close 
to the vanishing point by Government 
corporations and inflation. 
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Vlew sbddnrese for 
SUBSCRIPTION INFORMATION 


World Report’s Circulation Depart- 
ment has just recently taken up new 
quarters in Dayton, Ohio, where 
World Report is printed. The news 
staff and the executive offices re- 
main in Washington, D.C., and 
transmission of the entire contents 
of the magazine each week is by 
teletype over special wires, from 
Washington to Basen 


The Circulation Department’s move 
to Dayton was undertaken in the 
interest of quicker and better serv- 
ice for subscribers in all matters 
relating to their subscriptions. Cir- 
culation personnel now in Dayton 
have immediate access to all phases 
of the fulfillment operation, includ- 
ing the printing and mailing of 


World Report. 


Subscribers are invited to direct 
all correspondence which relates to 
the entering of new or renewal sub- 
scriptions, subscription payments, 
changes of address, late or missing 
copies, etc., to: 


Circulation Department 


WORLD REPORT 


435 PARKER AVENUE, DAYTON 1, OHIO 
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European Methods of Marking Clothes 
Can Be Translated Into American Sizes 





Americans anxious to send clothing 
packages abroad now find their shopping 
complicated by the fact that almost every 
country has a different method of mark- 
ing clothes sizes. For example, a shoe 
that in the U.S. is size 9 is size 53 in 
Germany. 

Experts sponsored by the United Na- 
tions are trying to work out agreements 
on standards that would remove many 
of these differences. But nothing is likely 
to come of their efforts soon. 

Those who plan to send new clothing 
overseas therefore should ask for com- 
plete measurements of the person for 
whom they are buying. Then U. S. stores 
will be able to provide articles that fit. 
For shoppers whose information is in- 
complete, World Report shows below 
how European measurements can be 
translated into approximate sizes of U. S. 
garments. 


What about overcoat sizes? 


Great Britain conforms to the U.S. 
practice of marking overcoats by chest 
measurement in inches. On the Continent, 
sizes indicate one half of the chest meas- 
urements in centimeters. Thus, if a 
friend or relative in France -writes that 
he wears a size 45 overcoat, a U.S. 36 
would fit him. To translate other sizes, 
double the French figure and divide by 
214, which is the approximate number 
of centimeters to the inch. 


How do dress sizes compare? 

U.S. sizes for women’s dresses and 
suits are two numbers under the bust 
measurement in inches. An approximate 
fit for any European woman can be pro- 
vided if that measurement is known. In 
England, women’s sizes correspond to 
hip measurements in inches. These can be 
adapted to American markings by sub- 
tracting 4%. On the Continent, there are 
wide disparities in the methods of deter- 
mining women’s dress sizes. Numbers 
used in the Netherlands and Norway 
regularly are six above the U.S. scale. 
In Austria, they are four above American 
designations. A U.S. 36 would come 
close to fitting a person who wears size 
44 in Belgium, France, Greece or Italy. 


What are misses’ sizes? 

In making dresses for younger women, 
the U.S. uses an arbitrary standard of 
even numbers from 10 to 22, inclusive. 
These correspond to bust measurements 
of 31, 324, 34, 35%, 37, 39 and 41 inches, 
respectively. Given the bust measurement 
of an individual in Europe, American 
stores can provide an approximate fit. 
Great Britain and the Netherlands em- 
ploy the U.S. system of marking in this 
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class of garment. But other countries of 
Europe have individual methods of 
sizing. A U. S. 16, however, would match 
a misses size 40 in Belgium, Czecho- 
slovakia, France, Germany, Greece or 
Italy. 


How are girls’ dresses marked? 
American sizes for girls’ dresses cor- 
respond roughly to age levels. Even 
numbers from 2 to 16, inclusive, are 
used to denote sizes. Hip measurements 
of these garments are approximately 20 
inches more than the size number. Eng- 
land follows the U.S. pattern, and 
Czechoslovakia and Germany have all 
but size 16, their closest equivalent be- 
ing marked 38. The Belgians measure this 
type of clothing by length in inches. 
Subtracting 20 from the Belgian size will 
give a comparable dress in a U. S. shop. 


How about infants’ garments? 


Dresses for infants are sold in the 
U.S. in three sizes—6 months, 1 year and 
18 months. Most European countries use 
the same markings. In shopping for gar- 
ments for a French baby, however, it is 
important to know whether the informa- 
tion provided refers to age or size. 
France uses the 6-month designation for 
babies up to a year old, but their 9- 
month size is close to the 18-month size 
in the U.S. 


What are hosiery sizes? 

Women’s stockings in the U.S. and in 
most of Europe are measured by foot 
length in inches. Sizes increase by half- 
inch stages from 81% to 11 inches, but 
only the four smaller sizes are widely 
manufactured in Europe. France uses the 
numbers 1 to 4 to identify sizes that cor- 
respond to 8%, 9, 9% and 10 in the U.S. 
Equivalents of those sizes in Czechoslo- 
vakia are marked 3, 4%, 5% or 6, and 7. 


How is underwear measured? 

In the U. S., underwear sizes represent 
chest or bust measurements in inches. 
The general practice in Europe is to make 
the same measurements in centimeters. 
Easiest way to change such figures into 
American sizes is to multiply by 2 and 
divide the result by 5. 


Are men’s suits standardized? 

No. There is little uniformity in the 
methods used for marking sizes of men’s 
suits. The U.S. system is to show the 
actual chest measurement in_ inches. 
Standard sizes are consecutive numbers 
from 34 through 40, plus 42 and 44. 
Similar markings are used in England. 
But on the Continent, the ranges vary as 
a result of using different bases. An 


American 38, for example, would fit a 
man who wears a 49 in Belgium, a 42 
in France and a 48 in Greece, Italy, the 
Netherlands or Norway. 


How about boys’ suits? 

Most countries agree in the case of 
boys’ suits and overcoats at least to the 
extent of using age as the basis for sizing. 
But only in England and France are the 
markings the same as in the U. S. These 
range consecutively from 3 to 17, except 
that there is no 5 or 7, Chest measure- 
ment of the smallest suit in this group 
is 21 inches and of the largest 33 inches. 
Age markings are used in Czechoslovakia 
and Germany up through 14, after which 
sizes 38, 40 and 41 are close to the U. S. 
15, 16 and 17. A size 14 suit made in the 
U.S. is practically the same as a boys’ 
12 in Holland, a 38 in Greece or Italy, 
and a 39 in Belgium. 


What basis is used for shirts? 


The U.S. system of measuring shirt 
sizes by the collar circumference in inches 
is followed in Great Britain, Eire and 
the Netherlands. Other countries use the 
Same measurements in centimeters and 
American shops can provide shirts com- 
parable to European sizes. Specific 
sleeve lengths for shirts are seldom con- 
sidered abroad. 


How are socks measured? 

Men's socks in the U.S. and most of 
Europe are sized according to foot length 
in inches. Exceptions are France and 
Czechoslovakia. A size 11 pair bought 
in the U.S. will fit a man who wears a 
“demi-patron” in France, or a 45 in 
Czechoslovakia. 


What are shoe sizes? 


U.S. shoe sizes for children are from 
0 to 13 and for adults from 1 to 14. 
On the Continent there is only one 
standard. Numbers begin at 15 and con- 
tinue to 49, which is about equal to the 
U.S. 13%. British shoes may be marked 
according to either American or conti- 
nental sizes. Before sending U.S. shoes 
to Europe, it is best to provide the dealer 
with actual foot measurements. 


Can specific sizes be checked? 

For all kinds of wearing apparel, 
European consulates in the U.S. can 
provide comparative measurements when 
information from individuals abroad is 
scanty. Field offices of the U. S. Depart- 
ment of Commerce also can help with 
tables for many European countries. Ad- 
dress of the nearest office can be obtained 
by writing to the Department of Com- 
merce, Washington 25, D. C, 
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Can U.S. strength offset world weakness? 

That's what it has come down to now. 

The giants of yesterday are, most of them, pygmies today. 

Britain is staggering, her financial strength sapped. 

France fights internal trouble, needs years of help. 

Germany, the industrial core of Europe, is divided and destitute. 

Russia plays a lone hand in a separate world. 

Argentina, another lone wolf, goes her own way but is slipping. 

Canada, a good bet for the long pull, is temporarily wavering. 

Japan is down for a long count. 

China and India are divided against themselves. 

These were the great trading countries of the world. All of them, except 
perhaps Russia, now need help. Either dollars, food, materials or machinery. 

What goes for them goes doubly for most of the smaller countries. 

Credits, loans and gifts since war's end have flowed from the U.S., Canada, 
Britain, Argentina, Switzerland, Sweden and Russia. 

Now, in the Western world, only the U.S. and Switzerland can carry on with 
more loans. The rest are just about squeezed dry. The Swiss are a minor 
factor. The Russians are choosy about whom they help. 

That leaves the U.S. as the major bulwark against world depression and a 
return to the fierce trade wars of the '30s. 
































The U.S. has a Hobson's choice..... 

She can go monastic and withdraw from the world about her. That would 
mean more goods for the American people. It would also mean fewer jobs, smaller 
profits, as exports and imports shrank. This course would be self-defeating. 
The U.S. cannot feed on herself and cut ties in a closely knit world. 

Or, the U.S. can lay out more dollars to help other countries and to help 
her own economy. That way lies the only chance for prolonging prosperity at 
home and peace abroad. 

Washington is convinced that there can be no turning back now. But the 
country may have to be convinced that a Marshall Plan will yield more than the 
Dawes or Young plans did in the ‘20s. 











Raising the level of industry in Western Germany will be a U.S. job. 
Don't make any mistake about that. 

It will take U.S. dollars, food and machinery to turn the trick. 
Britain will be a very junior partner. 

















WORLD COMMERCE AND INDUSTRY--(Continued) 


France will be on the receiving end. So will the rest of Western Europe. 

Discarding the four-power agreement on German industry deepens the rift 
with Russia. The November meeting of the foreign ministers of the Big Four 
may wind up in an absolute showdown between East and West, short of war. 


Double trouble is spurring Washington activity on the Marshall Plan...eee 

First, the British crisis showed clearly that even the strongest nation 
in Western Europe needs fast help. Dallying is out. Chances for a special 
session of the U.S. Congress are mounting daily. 

second, drought conditions in Western Europe will put sudden new demands 
on dollar resources of these countries. Bigger demand for food is to be coupled 
with smaller supplies for export from North America. 

Upshot is that a new injection of dollars will shortly be needed to keep 
Western Europe going. The Marshall proposal thus stands a good chance of start- 
ing off as another stopgap measure. Self-help may be on the label but relief 
will be inside the bottle, at least at first. 











Later on, the Marshall Plan would develop a second phase, if one line of 
thought in Washington prevails. 

Phase II would bring a harder attitude by the U.S. 

U.S. help may then be tied to actual production results in Western Europe. 
Further help may become contingent on mining more coal, producing more steel 
or more food. There will have to be loopholes to take care of unexpected 
developments, such as bad weather or equipment breakdowns. 





A Marshall Plan will mean more controls in the U.S. That's certain. 
Priorities will be set up to make sure U.S. needs are considered. 
But export controls will make sure that certain quantities of grain, coal, - 
steel and the like go overseas. Controls, thus, will cut two ways. 
Freight movements to port will be ruled from Washington. More so than now. 
Later, things may get worse. 
World shortages of grains and fats may force cuts in U.S. consumption. 
Darker bread, less butter, less salad oil, less meat may be in the cards. 
It all depends on how much the U.S. is willing to share in the world's plight. 
Prospects of more controls will make black reading for U.S. politicians 
in an election year. There will be a lot of jockeying to shift blame for pute 
ting on more controls. Real blame goes back to the war and its aftermath. 

















Brazil looms as a factor in world oil..... 

A net importer of oil now, Brazil has large untapped reserves. 

Big U.S. oil companies, now marketing in Brazil, are ready to put millions 
of dollars into development of Brazilian oil resources. But there's a hitch. 

A fight is shaping up over a new oil law, now being drafted in Rio. 

President Dutra wants the new law to be favorable to outside capital. 
Brazilian capital can't handle a huge oil progran. 

Others, also politically powerful, are equally strong for nationalizing 
Brazil's oil. Still others would grant exploitation rights only to Brazilians. 

U.S. companies are sitting patiently on the doorstep, hoping Dutra wins. 

New source of oil with big possibilities in the Western Hemisphere would 
please U.S. military planners. Middle East oil has to come too far. 
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MAPPING EUROPE’S RECOVERY 


"Biggest ARCHITECT in preparing West- 
ern Europe's blueprint for Marshall 
Plan aid is SIR OLIVER SHERWELL 
FRANKS, a quiet, pipe-smoking philos- 
opher borrowed from Oxford University. 

Sir Oliver is a man of many responsi- 
bilities at the Paris conference of the 16 
nations working out a program for recon- 
struction. He is the conference president. 
He is chairman of the two key com- 
mittees. And he also heads the British 
delegation. 

But most important is the part Sir 
Oliver has played in trying to keep the 
conference informed on the reaction of 
U.S. experts to Europe’s own planning. 
On the one hand, he is actively working 
for a master plan adequate for Europe’s 
recovery. On the other, he is equally 
concerned that his colleagues agree on a 
plan acceptable to the U. S. 

Sir Oliver's task is not to grow any 

less exacting as the conference reaches 
its final phase. There are indications of 
U.S. dissatisfaction with some prelimi- 
nary findings of conference research 
staffs. Individual nations press for their 
own special advantages. And all the 
while the economic condition of Western 
Europe grows worse. 
@ The confidence that the Paris confer- 
ence places in Sir Oliver is one index of 
how highly the nations of Western Eu- 
rope rate the capabilities he displayed 
during World War II as an administrator, 
planner and negotiator. 

Before World War II, Sir Oliver’s 
name was unknown outside of a small 
academic circle. His specialty was moral 
philosophy. He had lectured on moral 
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philosophy at Oxford for a decade. He 
was professor in the subject at the Uni- 
versity of Glasgow at the time he was 
called into the service of the Govern- 
ment in 1939. 

That was an abrupt change for the tall, 
austere professor, but Sir Oliver took it in 
stride. He was assigned to the all-im- 
portant Ministry of Supply with the un- 
exciting designation: “temporary civil 
servant.” He proceeded to go on from 
there. 

By 1942, Sir Oliver was Second Secre- 
tary of the Ministry. Three years later, 
he became the Permanent Secretary. 
When Supply and Aircraft Production 
were merged in 1946, the professor of 
moral philosophy was the choice for top 
man in the new department. No other 
temporary member of Britain’s wartime 
Government rose as high or as rapidly as 
did Sir Oliver. 

Sir Oliver's record was so outstanding 

that the Government was especially eager 
to retain his services after peace came. 
Business made offers with salaries far 
eclipsing anything a professorship could 
provide. But Sir Oliver decided to return 
to private life as the head of Queen’s 
College, Oxford, his alma mater. It was 
from this post that he was summoned to 
head the British delegation to the Paris 
conference on the Marshall Plan. 
@ Wartime experience as a negotiator 
established Sir Oliver as a leading choice 
for the assignment. Besides an excep- 
tional grasp of economic fundamentals, 
he had demonstrated a definite talent for 
dealing with the representatives of other 
nations. 

Sir Oliver's wartime relations with 
U. S. officials, for example, turned out to 
be cordial, even though their social habits 
often differed. A teetotaller by convic- 
tion, he did not hesitate to adjust himself 
to the frequent cocktail parties when it 
might help along discussions. 

His success was not only with Amer- 
icans. Sir Oliver got along equally well 
with the Russians. He is credited with 
being one of the few persons who has 
ever persuaded a Soviet delegation to 
change its mind at an international con- 
ference. This was at Montreal in 1944, 
when a deadlock between the Soviets 
and the U.S.-British delegations threat- 
ened to wreck an UNRRA conference. 
One night Sir Oliver tried it alone. He 
sat up talking to the Russians until 4 a.m. 
He persuaded them that their instruc- 
tions from Moscow could be reconciled 





—British Official 
Paris is tougher than Montreal 
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with the Anglo-American position, and 
the conference ended with unexpected 
success. 

@ The Paris conference has been de- 
manding of Sir Oliver all his persuasive 
powers, flexibility and patience. And he 
has had to cope with a special set of dif- 
ficulties. 

One major problem stems from the 
fact the U.S. has taken no direct part in 
the conference. From the U.S. point of 
view, this was desirable to discredit Com- 
munist charges that Washington was dic- 
tating any decisions. For the conferring 
nations, it also was desirable to show 
they were not pawning sovereign rights 
to buy U.S. aid. 

The absence of any U.S. representa- 
tion, however, meant the initial work of 
the conference had to be done in the 
dark. Conference experts had only the 
vaguest ideas about U.S. thoughts on 
what sort of recovery planning should 
be done. 

Sir Oliver saw the need for attacking 
this uncertainty. He established liaison 
with William L. Clayton, U.S. Under 
Secretary of State for Economic Affairs, 
and other diplomatic officials in Paris. 
But the views they expressed were in- 
formal and lacked the authority of more 
direct information from Washington. 

After much effort on Sir Oliver's part, 
the conference now is getting the benefit 
of better briefing on the U.S. position. 
For the conferees, this is none too early 
for they are working to get their final 
report and proposals in shape by mid- 
month. 

Leaders of the conference say they 
hope to present a report that will “strike 
the imagination” of the people of the 
U.S. in dramatizing the need of Western 
Europe for extensive aid under the Mar- 
shall Plan. 

There seems to be much doubt now 
that this hope of a spectacular document 
is to be realized, however. Sir Oliver has 
been criticized in particular for unimag- 
inative presentation of the facts devel- 
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oped by the conference to date. Whether 
this will handicap the work of the parley 
is yet to be determined. 

@ The role that Sir Oliver is filling in 
the critical final days of the Paris con- 
ference may be his last in international 
affairs. Once the job is done, he is more 
determined than ever to return to teach- 
ing, even though Britain wants to keep 
him in Government service. Hence, his 


interest in a sui csstul outcome for the 
conference is very personal. 

If. the parley’s windup continues to 
lack dramatics, it will be no surprise to 
Sir Oliver’s associates. They recall that 
there were no dramatics about his win- 
ning over of the Russians at Montreal in 
1944, but Sir Oliver got what he wanted 
—results which kept that UNRRA meet- 
ing from ending in failure. 


Partnership in East Indies? 


OLLAND is counting on DR. EELCO 
H VAN KLEFFENS, her spokesman 
at the United Nations, to convince the 
world that the Dutch were justified in 
using their Army against the Indonesian 
Republic. 

The Dutch argue that military opera- 

tions were a “police action,” necessary 
to restore law and order. The Indonesian 
Republic, the Dutch charge, repeatedly 
broke its promises. They call it a Gov- 
ernment of chaos and claim it is not 
representative of the people of Java and 
Sumatra. The Dutch also feel that force 
was necessary to stabilize Indonesia and 
to release the raw materials there which 
the world needs. 
@ At Lake Success, Dr. Van Kleffens 
contended to the United Nations that 
the Dutch troubles were an internal mat- 
ter and beyond the authority of the 
Security Council. He was answering 
charges made by Australia and India 
that the fighting in Indonesia was en- 
dangering world peace. 

The Security Council twice ordered 
the fighting stopped. The second order 
appears to be meeting with better suc- 
cess than the first, but there still is occa- 
sional shooting. The U.N. has asked its 
members having consuls in the East 
Indies to order investigation of truce vio- 
lations. 

Dr. Van Kleffens has fared better be- 
fore the U.N. on other issues that the 
Dutch regard as more important. The 
Dutch are not going to be asked to with- 
draw from newly won territory, as pro- 
posed by some delegates. A plan whereby 
an 1ll-nation commission would investi- 
gate the Indonesian situation was success- 
fully blocked. 

Dr. Van Kleffens’ efforts, the Dutch 
feel, have achieved at least a temporary 
solution of their problems in the Indies. 
Important resources, including the rich 
oil fields of Southeastern Sumatra, again 
are in Dutch hands. The Dutch also are 
giving anti-Republic groups a chance to 
set up their own local governments. The 
split-up of Java and Sumatra along racial 
and political lines now is expected by the 
Dutch. 
qj Past experience in international af- 
fairs is a valuable asset to Dr. Van 
Kleffens in arguing Holland’s case in 
Indonesia. He headed his country’s dele- 
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gation to the U.N. Charter conference 
in 1945 and helped draft the section on 
colonial peoples. 

Dr. Van Kleffens was Holland’s first 
delegate to the Security Council. When 
Holland’s term on the Council expired 
this year, he returned to The Hague as a 
Cabinet minister without portfolio. A 
few months ago he was appointed Am- 
bassador to Washington, but he has been 
spending most of his time at Lake 
Success. 

The Dutch diplomat shrugs off con- 
gratulations on his recent United Nations 
victory by explaining he was merely 
carrying out the instructions of his Gov- 
ernment. 

The 52-year-old Dutch official was 
born in Friesland Province, North Hol- 
land. His name, Eelco, (pronounced 
(ail-co) is as common there as John is in 
the United States. He was graduated 
from Leiden University in 1918, with the 
degree of doctor of laws, and immediate- 
ly began his career as a professional dip- 
lomat. 

Dr. Van Kleffens’ experience includes 
service as a member of the Secretariat of 
the League of Nations, assistant secretary 
of the Academy. of International Law, 
chief clerk of the World Court and direc- 
tor of the Dutch diplomatic service. 

The Ambassador’s one and only ven- 
ture outside of the diplomatic field was 
25 years ago. Then for a brief period he 


was in London as deputy director of 
Royal Dutch Shell Oil Co. He says he 
has long since severed his connections 
with the oil firm. 

@ Wartime Foreign Minister. A month 
before the fall of Holland, Dr. Van Klef- 
fens became the Queen’s Foreign Min- 
ister. When the Nazis invaded Holland. 
he was sent to London to seek British 
aid. He remained in England as For- 
eign Minister of the Dutch Government- 
in-Exile. Queen Wilhelmina depended 
heavily on his judgment during the 
war years. 

Dr. Van Kleffens’ manner is less formal 
now than it was during the San Fran- 
cisco Conference in 1945. He has de- 
veloped a reputation as an extempor- 
aneous speaker who generally is brief 
and to the point. 

The Ambassador’s wife describes her 

husband as a patient but determined man. 
He will not consider the possibility of 
defeat, whether it involves a knot in a 
shoelace or a major diplomatic issue. Mrs. 
Van Kleffens joins her husband in his 
hobbies, walking and yachting. Usually 
they are accompanied by their devoted 
black poodle, Jansen. 
@ What the Dutch seek in the East 
Indies is the co-operation of all political 
groups in creating a prosperous United 
States of Indonesia, under the Dutch 
crown. They envisage the Dutch and 
Indonesians working in the future as 
partners and equals. 

Early this year, the Dutch Government 
and the Indonesian Republic came close 
to concluding such an arrangement. The 
Dutch feel that both sides now should 
pick up the broken threads and try again. 

Dr. Van Kleftens respects Sutan Sjahrir, 
former Premier of the Indonesian Repub- 
lic, and Holland’s most outspoken critic 
before the United Nations. He is hope- 
ful that Sjahrir will let bygones be by- 
gones and co-operate with the Dutch 
in the East Indies. 
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Inter-American Conference at Quitandinha 
brings new business to ‘little fruit stand’ 


PETROPOLIS 

F YOU THINK it’s impossible to hold a 
t major international conference at a 
“little fruit stand” 3,000 feet up in the 
mountains of Brazil, you’re wrong. The 
Brazilian Foreign Office and multimil- 
lionaire Joaquim Rolla have done it. 

The “little fruit stand,” literally, means 
Quitandinha, the fabulous hotel outside 
Petropolis, 50 miles from Rio de Janeiro. 
Accommodations are somewhat crowded 
for the thousands of delegates, advisers 
and journalists that go to make up the 
Inter-American Conference for the Main- 
tenance of Continental Peace and Secur- 
ity. But Rolla is happy. He has put 
Quitandinha on the map of the world 
in bright, pastel technicolor letters. 

The Quitandinha, like the gambling 
which made it famous, is big business 
in Brazil. Built in 1943 when materials 
were cheaper than now, at a cost of 
nine million dollars, the hotel today is 
worth about $15 million. 

From the outside, Quitandinha looks 
like an oversized Swiss chalet. Inside, the 
classical stvle changes to Hollywood ba- 
roque, with blue velvet ceilings, bold 
green-striped wallpaper and _ swirling 
marble floor patterns. In their rooms, 
guests are overwhelmed by checkerboard 
parquet floors, Swedish modern furni- 
ture, signed original watercolors, very 
un-Brazilian soft mattresses and gleam- 
ing baths where radioactive waters may 
be enjoyed. 

Ninety-four per cent of the material 
used for construction and decorating is, 
according to the proprietors, of Bra- 
zilian origin and manufacture. 

One of the Latin-American delegates 
confessed he was overwhelmed: “You 
see these rococo and marble halls in 
Hollywood musicals, but who would be- 
lieve that anyone actually lives and works 
in them. To find that Quitandinha exists 
at all is a shock. One cannot face the 
added dilemma of how it ever got to the 
top of these Organ Mountains.” 

Rolla is quite pleased with the diplo- 
matic reactions. He hopes eventually that 
Quitandinha will come to be the favorite 
international convention spot of the 
world. Who knows? Even the United 
Nations might tire of New York. 

Already, several international groups 
have held sessions at the Petropolis site. 


Now, the Brazilian Confederations of 
Industry and Commerce, with the help 
of an official Government decree, is 
building a permanent International In- 
dustrial Exhibition at Quitandinha. They 
hope it eventually will be the top com- 
mercial mart for Hemisphere traders. 

Besides, all this activity will just about 
save Quitandinha’s investment from dis- 
aster. With its gambling casino closed 
since the Dutra Government shut down 
on official gambling, Quitandinha has 
been losing a reported $10,000 a month. 

The Industrial Exhibition will prob- 
ably be set up at Quitandinha before the 
end of the year. Several American firms 
already are at work on the lavish dis- 
plays. 

Rolla’s merchandise mart will not suf- 
fer by the background of “the little fruit 
stand,” with its luxurious suites, its swank 
restaurants, bars, boites, night clubs, in- 
door and outdoor swimming pools, 
libraries and sports facilities. Latin- 
American businessmen like to carry on 
commercial activities to a great extent 
under highly social circumstances—a 
realization that only now is beginning 
to be appreciated in the United States 
and the rest of the world. Rolla hopes to 
capitalize on this truism. 

The exposition is to be a permanent 
feature at Quitandinha. Rolla says that 
buying and selling transactions will be 
carried on right at the exposition. 
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Life Around the World 


All this is a far cry from the gambling 
casino days of Quitandinha. 

Gambling still goes on in Brazil in 
other forms, however. But the days 
when the casino taxes provided up to 10 
per cent of the Brazilian Government's 
annual revenues of $600 million are gone. 
Rio de Janeiro’s once-gay night life has 
dimmed to nothingness. 

But legal horse-race betting still goes 
on. And the federally operated lottery 
provides almost as much revenue for the 
Government as the casinos did. Brazilians 
have also turned to a local version of gin 
rummy known as pif-paf. 

The biggest of all the games of chance 
still operating is bicho (literally “bug”), 
the animal game. Bicho is the common 
mans numbers game. It only costs 5 
cents to play, so most Brazilians regularly 
invest a cruzeiro or two in the gamble 
of alleviating the grinding poverty and 
gnaws at their lives. 

Bicho isn't legal, and is carried on 
under quite informal arrangements. 
Players usually don’t even get receipts. 
But cariocas say they trust the bicho 
more than they do the national lottery. 

A few big financiers are said to con- 
trol most of the bicho ring, but there 
are independents, too. Rolla started out 
as a bichero, a numbers operator. Your 
local egg man, tobacconist, elevator op- 
erator or waiter is often a bichero. 

Some Brazilians think the game is the 
country’s biggest business. Previous gov- 
ernments made many attempts to end 
the racket, an enormous fountain of un- 
taxed profits, but never achieved success. 

During one anti-bichero campaign 
some years ago, a police dragnet pulled 
in some 66 “animal men” and found that 
almost all were wealthy. Among this 
group in Rio de Janeiro alone, profits 
amounted to several million dollars an- 
nually. 

Bicho is said to have originated many 
years ago in Rio de Janeiro’s zoo. The 
zoological gardens had been run down 
and had few visitors. A man secured a 
municipal concession to operate a daily 
contest in which visitors would place 
bets on what animal he had placed in a 
covered cage. Cariocas mobbed the zoo 
every day and he made a fortune. The 
zoo is now a flourishing attraction. 

The game is played on the terminal 
numbers of the national lottery. Each 
animal has one or several numbers. 
Cariocas make their bets on a certain 
number, on the basis of animal dreams, 
hunches, stories. 

End of the roulette games in Brazil 
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had the effect of denying the right to 
gamble to those Brazilians who could 
best afford to gamble, while maintaining 
it for the average man, who could least 
afford it. In addition, it dealt a virtual 
death blow to the entertainment industry 
of the country. 

The roulette and baccarat casinos 
would attract high-priced movie, radio 
and stage talent from all over the world, 
because four-figure weekly salaries and 
two-hour floor shows could easily be 
paid with the take of the tables. 

But gambling no longer interests 
Rolla. He has had a fling at other enter- 
prises—industry, finance, real estate spec- 
ulation—and has his eye on bigger things 
now. Quitandinha is just the nucleus. 
Already, he is selling land subdivisions 
for development around Petropolis, Bra- 
zil’s summer capital. 


American finds Finns’ 


The industrial exhibition is “just a 
drop in the bucket.” 

Rolla told me he’s drawing up plans 
for the tallest skyscraper in South Amer- 
ica, a 43-story building of 5,000 apart- 
ments, to be built in the breath-taking 
hills within walking distance of Quit- 
andinha. The scale model is all ready. 

“And where will you get the money?” 
I asked him. 

Rolla said he welcomed foreign capital 
participation, especially from the U.S. 
But he chuckled: “We can build it with 
or without money...” 

His plan is to sell apartments before 
beginning construction. They won't be 
rented, but can be paid for over a 15- 
year period. Apartment. owners will en- 
joy all of the Quitandinha’s facilities. 

A wild Arabian Nights’ dream? So was 
Quitandinha. But there it stands. B.s.R. 


heralded ‘sauna’ 


is more of a torture chamber than a bath 


TURKU (FINLAND) 
5 ipa BUSINESS of taking a bath can be 
carried too far. 

I always thought a bath was a bath 
until I took the sauna, the super-duper 
hot and cold bath that makes he-men out 
of Finns. It’s terrific, and nothing like the 
old-time winter “Saturday nights” in the 
tin tub close to the kitchen range. When 
my granddad final- 
ly put in one of the 
modern, porcelain 
tubs the daily bath 
came into being. 
And, of course, we 
had muddy lowa 
swimming holes. 

All in all, I 
thought the bath 
business was pretty 
well solved tor me 
through use of the now common and 
ordinary bathtub. I thought so, that is, 
until I went to Finland and Sweden at 
the beginning of World War II and kept 
up a series of return visits during recent 
years and months. 

Now I am very tond of the Swedes 
and the Finns but I do not like their 
baths, which consist mainly of four shots 
of steam, six smacks across the back from 
a birch switch and 10 shots of ice-cold 
water, or, if available, a roll in the snow 
at 40 degrees below zero. 

That may put iron in the soul and hair 
on the chest of hardy Norsemen, but it’s 
cruel and unusual punishment to an 
American who has become sissified by 
warm tubs and tricky showers. 

The Finns will tell you that their bath, 
the sauna, is a secret of their amazing 
strength and endurance. The Swedes 
point to the relaxing, restful results to be 
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gained from their parboiling process. I 
am more inclined to the view of some 
Russian prisoners I met on the Suomus- 
salmi front during the Russo-Finnish war 
that the sauna bath is closer to a torture 
chamber. 

My first experience with the sauna was 
with several other Americans who, like- 
wise, were innocents. The bath began 
with an excellent lunch. This included 
the usual sardine and fish dishes for 
which the Northland is famous, some- 
what flooded by cognac and schnapps. 
That’s supposed to put you in the proper 
mood for what's to come. 

Already warmed by alcohol, we then 
were led to the hothouse. The bath at- 
tendants, hefty old peasant women, 
tossed water onto red hot stones laid out 
in the center of the room. Steam began 
to rise, or rather the vapor which is hotter 
than steam to the novitiate. A ladder led 
upward to various levels of seats or 
bunks, the idea being that the hardy 
climbed highest to get full benefit of the 
heat as it rose to the top of the room. 

The heat was kept at only about 120 
degrees, and the Amazonian overseers at 
intervals tossed buckets of ice water over 
the bathers for cooling contrast. But, 
eventually, the heat 
mounted. Then 
there were a few 
swishes from the 
birch branches, 
which provide the 
bath’s perfumed 
odor. A door was 
swung open and we 
were led, or shoved, 
out of doors into the 
snow. 


The 





temperature 





was mild for Finland, only about 25 de- 
grees below zero. We had a good time, 
but were mighty glad to call an end to 
the sauna for 6 p.m. cocktails and a sub- 
sequent dinner. 

Whatever visitors may think of the 
sauna, and many like it; no Finn would 
be without one. In the towns, these bath- 
houses are popular meeting places. Busi- 
nessmen, who in other lands would go to 
a bar, often make a date to talk over a 
deal in the sauna. It is not uncommon, 
after a movie, for a party then to go on 
to a sauna. 

In the country, every Finn tries to 
have a family sauna 
on his farm. If pos- 
sible, he likes it near 
a lake to which one 
runs for a dip after 
the steaming-out 
process. A roll in the 


snow is normal in 
winter. 
The farm sauna 


are small sheds with 
a place for heating 
the stones and 
benches or bunks 
upon which one can recline while ab- 
sorbing the heat. The Finnish theory is 
that strength is built by learning to stand 
this heat, contrasted at intervals by blasts 
of cold whether from ice water, a dip in 
the lake or a snow pile. 

There probably is good sense in the 
Finns’ hearty claim that the shock treat- 
ment sets the blood circulating at a faster 
tempo, acts as a tonic and gives Scandi- 
navian girls those healthy, rosy cheeks. 

With the Finnish sauna in mind, I 
avoided the Swedish bathhouses that. re- 
semble Turkish baths in New York, but 
on the grand style. 

The “in-between” bath, however, is 
quite popular in Sweden. I tried this 
brand in Northern Sweden during a 
skiing tour. In contrast to other Finnish 
and Swedish baths, it has the element of 
privacy. Shown into a dressing room, I 
disrobed and, wrapped in a_ bathrobe 
towel, waited while a motherly Swede 
drew a bath—into a normal tub. 

I stepped into the tub, filled with hot, 
soothing water. That’s when the trouble 
began. My motherly bather grabbed a 
10-pound brush with long, stiff bristles. 
Then she grabbed a leg and started 
to scrub. She scrubbed through one 
layer of skin. Then, whoops, I was jerked 
up, lifted onto the floor and shunted 
into a 2-by-3 shower cabin. A. thick, 
steel door closed. 

The water began, warm at first, then 
cold, then icy. I couldn’t get out, and 
had to take it. Finally, I was slapped into 
a thick towel, flopped onto a bunk. After 
an hour or so, I felt able to dress and 
hobble to my room. 

You bet. These baths are wonderful 
things. Try one sometime. But count me 
out. T. H. 
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“LEVEL OF INDUSTRY’ PLAN FOR GERMANY 


Design of Anglo-American proposal to make bi-zonal area self-supporting 


(Text of joint State and War departments’ announce- 
ment of Revised Level of Industry Plan for the American 
and British zones in Germany and agreement signed by 
the United States and Great Britain in Berlin, made pub- 
lic Aug. 28, 1947. The plan was approved by the two 
governments after consultations in London with repre- 
sentatives of the French Government.) 


——- is a copy of the Revised Level of Industry Plan 
for the U.S.-U. K. zones in Germany which has been 
approved by the governments of the U.S. and U.K., after 
consultations with the French Government in London. The 
reasons which made the determination of a revised level of 
industry in the bi-zonal area imperative at this time have 
been set out in the London communique issued yesterday 
after the Anglo-U.S.-French talks on the revised plan and 
in the preamble of the plan itself. 

The revised plan is needed and is designed to retain sufh- 
cient industrial capacity in the bi-zonal area to permit it to 
become self-sustaining as soon as possible and to contribute by 
its exports to the recovery of Europe. As the London commu- 
nique pointed out, the new plan “should not result in priority 
being given the rehabilitation of Germany over that of demo- 
cratic countries in Europe.” The agreement fixes the amount 
of industrial capacity to be retained in the U. S.-U. K. zones 
and enables a program to be established for the identification 
of plants and equipment for removal or reparation. It does not 
represent a production program. Production in the future, 
as in the past, will be primarily conditioned by the availability 
in Germany of fuel and power, raw materials, transportation 
and food and by world supply conditions. 


Preamble 


In March 1946, the four occupying powers, acting through 
the Allied control authority, adopted a plan for reparations 
and the level of postwar German economy. The objectives 
of the plan were to eliminate Germany's war potential, to 
provide reparations and yet to leave within Germany the 
necessary plants and equipment to permit the rebuilding of 
a viable peaceful economy. 

Experience has shown the necessity for revision of the plan 
which was based on specific assumptions that have not been 
fulfilled. Neither the bi-zonal area nor all of Germany can 
regain economic health under the plan as it now stands. 
Moreover, it has become increasingly apparent that under 
present conditions Germany cannot contribute her in- 
dispensable part to the economic rehabilitation of Europe 
as a whole. 

The revised plan continues to observe the same objec- 
tives as the original plan. 

Consideration has been given throughout to the necessity 
for insuring that the bi-zonal plan can be assimilated into a 
plan for Germany as a whole. The offer to the other oc- 
cupying powers to join the bi-zonal area in developing a 
unified German economy still stands. The plan has been de- 
veloped with due regard to the hope that this offer will be 
accepted. 


1. General Considerations 


The industrial capacity retained under the March 1946 
plan was estimated to provide production equal to 55 per 
cent of 1938, which would have been about 70 to 75 per cent 
of 1936 production. The effect of the new plan will be to 
return sufficient capacity in the bi-zonal area to approximate 
the level of industry prevailing in Germany in 1936, a year 
that was not characterized by either boom or depressed con- 
ditions. 

a. The old plan provided for very sharp cuts in production 
capacities in the metals, machinery and chemical industries, 
from which the bulk of reparations were to be obtained. It 
is impossible to provide a self-sustaining economy in the 
bi-zonal area without materially increasing the levels in these 
industries. Substantially the entire difference between the 
original and revised plan is in these reparations industries 
since the origina: plan already provided for maximum, and in 
some cases unrealistic, levels for the nonreparations industries. 
Under the revised plan, capacities in the metals, machinery 
and chemical industries will be sufficient to permit production 
at levels averaging about 5 or 10 per cent less than in 1936. 
As compared with the war year 1944, the proposed level 
represents a reduction of 55 to 60 per cent. 

b. It must be borne in mind that the bi-zonal area already 
has a population at least six million more than.in 1936 and 
by 1952 it may be expected to have a population from 8 to 
10 millions greater than prewar. On the basis of an expected 
population of 42 to 44 million in the bi-zonal area in 1952, 
the per capita production capacity provided in the new plan 
would be approximately 75 per cent of 1936. 

c. In developing the bi-zonal plan, the overriding re- 
quirement has been to provide the level of industry neces- 
sary to make the area self-supporting. In determining the 
levels for the specific industries, for example, steel and ma- 
chinery, the requirements for exports, for the internal needs 
of the bi-zonal area and for trade with the rest of Germany 
have been taken into account. In evaluating the require- 
ments for trade with the rest of Germany and of imports, 
account had to be taken of removals of capital equipment 
from the other zones and Berlin. The potential output of 
particular industries, therefore, allows for the needs of the 
rest of Germany through trade, and the capacities retained 
for this purpose represent requirements of the bi-zonal 
area. In other words, the bi-zonal area, in order to be self- 
supporting must obtain the products in which it is deficient 
either as imports from outside Germany or in trade from the 
rest of Germany. 


ll. Requirements for a Balanced Economy 


In addition to prewar foreign trade, the bi-zonal area must 
produce a surplus over its internal requirements for trading 
with the remainder of Germany; this particularly affects re- 
quirements for the industrial capacity of steel and steel prod- 
ucts, which are the most needed and, therefore, the most de- 
pendable trade commodities required by the rest of Germany 
in exchange for key products essential to the bi-zonal economy. 
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a. Change in price relationships. World food and raw ma- 
terial prices have increased more rapidly than the prices of 
manufactured goods since 1936 and this situation seems likely 
to continue. Consequently, the bi-zonal area must be prepared 
to exchange in foreign trade proportionately larger quantities 
of industrial products in return for necessary food and raw 
material imports. 

b. Imports in the general way. The bi-zonal area accounted 
for the whole of Germany’s prewar food deficit, as the remain- 
der of Germany was about self-sufficient in food stuffs. It is 
estimated that imports of food, seed and fertilizer sufficient 
to make possible an essential diet will amount from one to 
one and one quarter billion dollars at current prices. 

(1) Industrial imports from the other countries to the 
bi-zonal area were approximately one and a half billion 
Reichsmarks, in 1936, which represents at least one billion 
dollars at current trade prices. But the altered character of 
German trade will make it possible to reduce this figure. 

(2) The invisible items in Germany's foreign trade were 
approximately balanced before the war. The present calcula- 
tions, which make no provision for invisibles on either side of 
the account, may be optimistic. 

(3) The foregoing considerations lead to the conclusion 
that the total bi-zonal requirements from outside of Germany 
will approximate at least two billion dollars at current prices. 
Repayment of advances by the occupying powers would be 
an addition to these estimates. 

c. Exports. The 1936 exports from the bi-zonal area were 
approximately 2,600,000,000 Reichsmarks, which is estimated 
to represent about one and three-quarter billion dollars at 
current prices. 

(1) These estimates, therefore, indicate that, in addition 
to trade requirements for the rest of Germany, the bi-zonal 
economy will need to export to other countries at least 15 per 
cent more in volume than in 1936. Since trade between the 
bi-zonal area and the rest of Germany is subject to greater 
uncertainty than former internal trade, the result may be 
to increase still further the need for trade with other 
countries. 

(2) Before the war, the broad fields of metals, machinery 
and chemicals accounted for two thirds of the total exports. 
Production of textiles, ceramics and consumer goods can be 
raised, but the extent to which additional sales above pre- 
war levels can be sold on the export markets is difficult to 
predict. Exports from the unrestricted industries would need 
to be increased approximately 90 per cent if the higher ex- 
port requirements were provided entirely from the unrestricted 
industries, which is obviously impracticable. Therefore, the 
level of exports from the restricted industries will need to be 
greater than prewar. 


ill. Increased Levels in Restricted Industries 


The following determinations have been reached with 
respect to the industries restricted under the original level 
of industry plan: (Note: All figures stated in Reichsmarks 
refer to 1936 prices.) 

a. Steel. Under the March 1946 level of industry plan, steel 
capacity for all of Germany is limited to seven and one half 
million tons, with actual production in any single year not to 
exceed 5,800,000 tons. Careful calculations show that this 
level. would be clearly insufficient even to support the level 
of industry contemplated in the original plan, and it is far 
too low to provide for the needs of the economy under the 
revised plan. It has been determined that in order to support 
the revised level of industry in the bi-zonal area and to per- 
mit that area to become self-supporting, the limit of annual 
steel production in the bi-zonal area shall be fixed at 10,- 
700,000 ingot tons per annum and sufficient capacity to pro- 
duce that tonnage shall be retained. 

b. Mechanical engineering industries: 

(1) Heavy-machinery industry. Sufficient capacity will be 
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retained to produce 500 million Reichsmarks, which is about 
80 per cent of prewar production. This leaves 35 per cent of 
the present capacity to be removed as reparations as against 
60 per cent under the previous plan. 

(2) Light-machinery industry. The capacity in the bi-zonal 
area is estimated at about 1,195,000,000 Reichsmarks. Capac- 
ity will be retained to produce 916 million Reichsmarks, which 
is 119 per cent of prewar production. This leaves 23 per cent 
of present estimated capacity available for reparations, as 
compared with 33 per cent under the old plan. 

(3) Note: Grouping heavy and light machinery, the revised 
level is 105 per cent of prewar production. 

(4) Fine mechanics and optics. In the field of precision 
optics, no plants will be made available for reparations. The 
capacity is to be retained to provide for internal needs and to 
attain exports of the same products equal to those from the 
bi-zonal area in 1936. 

In the case of phototechnics, no plants are to be made 
available for reparations and the retained capacity will be 
used to attain 150 per cent of prewar exports in this field from 
the bi-zonal area as well as to provide for internal require- 
ments. 

In the watch-making industry, one plant, which had 
been converted to war use, will be made available for repara- 
tions. 

Capacity in excess of prewar will be retained in the field 
ot precision mechanics. However, all plants, which had been 
built for or substantially modified to war use, will be made 
available for reparations. 

(5) Machine tools. The March 1946 level of industry plan 
permits the production of 74 million Reichsmarks in all of 
Germany, or 11.4 per cent of 1938 output. The bi-zonal area, 
before the war, produced about 43 per cent of Germany’s 
millions. It has been determined that capacity sufficient to 
produce 170 million Reichsmarks must be retained in order to 
support the revised level of industry. This will leave about 
35 per cent of present capacity for reparations. 

c. Agriculture and road tractors. Estimated bi-zonal ca- 
pacity for agriculture and road tractors is 16,500. This is in- 
adequate to meet bi-zonal requirements, which are estimated 
to be 19,500. Consequently, there will be no reparations in 
this industry. 

d. Transportation industries: Automotive industry. Ca- 
pacity will be retained for the production of 160,000 passenger 
cars and 61,500 commercial vehicles. This compares with 
40,000 passenger cars and 38,000 commercial vehicles allotted 
to the bi-zonal area under the old plan. 

e. Electrical enginering. The present capacity of the elec- 
trical industry in the bi-zonal area is required with the 
exception of three wartime plants. Capacity is estimated to be 
about one-half greater than prewar. This increase is necessary 
because prewar requirements of the bi-zonal area were in 
large part met from capacities in Berlin, which have been 
almost totally dismantled. Under the old plan, about one 
quarter of present bi-zonal capacity would have been removed. 

f. Chemicals: 

(1) Approximately the 1936 capacity will be retained in 
the chemical industry which is about 42 per cent more than 
that provided in the old plan. However, a large number of 
explosive and other chemical plants were developed for war 
purposes. Between 40 and 50 per cent of the total chemical 
capacity, including war explosives will, therefore, be removed 
as reparations or destroyed. More than three quarters of such 
removals represent war explosive plants that have already 
been offered for reparations or declared for destruction. 

(2) For the plastics industry, capacity somewhat larger 
than prewar will be retained. Approximately one quarter of 
existing capacity will be made available for reparations. 

(3) Capacity for the production of 34,000 tons of dyestuffs 
will be retained, which is somewhat below prewar. One plant 
will be available for reparations in this industry, with a 
capacity of 2,500 tons of sulphur dyes. 





(4) One pharmaceutical plant for the production of ata- 
brine will be available for reparations. This will leave the bi- 
zonal area with a capacity equal to about 87 per cent of 
prewar production. 

(5) In the miscellaneous chemical groups, a capacity 
greater than the prewar level of production will be retained. 
About 15 per cent of the capacity will be available for repa- 
rations. 

(6) In the basic, organic and inorganic chemical industries, 
sufficient capacity will be retained to permit output at about 
prewar levels. Not more than 17 per cent of present capacity 
will be removed as reparations. 

g. Cement. All of the cement capacity in the bi-zonal area 
is required and will be retained. 

h. Electric power. Except for certain power stations at- 
tached to industrial plants scheduled for reparations under 
this plan, and power plants already allocated for reparations, 
no further removals will take place. In order to sustain the 
level of production required by the bi-zonal economy, the 


substantially repaired and replaced to meet the power require- 
ment. 

i. Nonferrous metals. The bi-zonal copper requirements are 
93 per cent of estimated current refining capacity. Fabricating 
capacity for 215,000 tons of copper in the bi-zonal area will 
be retained, as compared with 140,000 tons for all of Germany 
under the old plan. This will make available for reparations 
one smelter plant and appreciable quantity of fabrication 
facilities, including special pieces of equipment that are sur- 
plus to individual plant. 


iV. Prohibited Industries 


The production of aluminum, beryllium, vanadium and 
magnesium is prohibited under the previous level of industry 
plan. No plants in these industries will be made available for 
reparations purposes pending further review. No change is 
proposed in the arrangements made under the previous plan 
in regard to ball bearings, synthetic ammonia, synthetic rub- 





present power plants in the bi-zonal area wil] have to be ber, and synthetic gasoline and oil. 





Summary of Bi-zonal Plan for Revising Levels of Industries in Germany 
Revised 
Production 
Revised as % 
Industry or Estimated Revised Existing Level as of Existing 
Branch of Industry Unit 1936 Production Level Capacity of 1936 Capacity 
Steel Million tons 14.9 10.7 19.2 72 7 
Priniary nonterrous metals (Rated 
( Production ) Capacity) 
Copper, crude Thousand tons 128 128 134 96 
} refined 7 215 231 93 
Zinc, refined % " 180 180 100 
Lead, ” _ 14] 141 100 
(semitabricating 
and casting ) 
Copper and zinc ry ws: 596 535 605 90 88 
Lead ™ 72.5 52.2 52.2 72 100 
Mechanical Engineering 
Machinery 
Heavy machinery Million RM 619 500 775 80 65 
(Measured in 
36 prices) 
Light machinery Millior RM 769 916 1195 119 77 
Machine Tools "4 r 206 170 259 83 65 
Automobiles and tractors 
Passenger cars Thousand units 160 190 84 
Commercial vehicles " is 61.5 65 Y5 
Agricultural and 
road tractors os ¥ 19.5 16.5 over 100 
Fine mechanics and optics Million tons (meas- 180 248.7 307.7 138 81 
ured in °36 prices) 
Electrical equipment Million tons 830 1237 1291] 149 96 
Cement " ™ 7 8.9 11.4 127 100 
(Rated 
(Production) Capacity) 
Chemicals—total Million RM (measured 2325 2271 4194 98 54 
in 36 prices 
Basic chemicals Million RMS-~ - 270 283 288 105 98 
Synthetic ammonia i rr 95 118 118 124 100 
Inorganic chemicals , ” 180 180 240 100 75 
Misc. chemicals (incl. 
military explosives) 4 1095 1066 2821 97 38 
Organic chemicals 7 7 160 160 225 100 7 
Dyestuffs is % 180 173 176 96 98 
Pharmaceuticals . 7 27 228 263 84 87 
Tar distillation ‘1 " 75 63 63 84 100 
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CHURCHILL ON BRITAIN’S ECONOMIC CRISIS 





Attack by Conservative leader on Government's plan to put nation ‘on feet’ 


(Text of radio broadcast to the British people by 
Winston Churchill, leader of His Majesty’s Loyal Oppo- 
sition, setting forth the Conservatives’ views on Britain’s 
critical economic situation and the methods by which 
Prime Minister Attlee’s Labor Government proposes to 
get the nation back “on its own feet,” London, Aug. 16, 
1947.) 


W HEN THE WAR WAS WON the electors voted a majority to 
the Socialist Party. It fell to Mr. Attlee to form the first 
Socialist Government with a parliamentary majority in our 
history. Under our free and tolerant constitution, such great 
changes happen smoothly however unexpected they may be. 
It was the duty of the Socialist Party or the Labor Party to 
take the guidance of our affairs. 

It was not a small estate to which they succeeded. 

All our enemies had been conquered, and our name and 
fame stood high in the world not only with our allies but 
among our defeated foes. It was widely recognized that we 
had saved the cause of freedom by standing alone against 
triumphant tyranny for more than a whole year and fighting 
for the common cause from start to finish. 

The very efficiency of the National Government and of our 
united effort enabled us to draw upon our vitality and re- 
sources to the last ounce and the last inch of the strength we 
had gathered through so many generations of island life. It 
was inevitable that there should be a reaction caused partly 
by our exertions in the years of peril and partly by relief at 
having survived. No one underrates the difficulties which the 
Socialist ministers had to face when they came into office. 
Nor should they in their turn undervalue the inheritance they 
received from the long centuries of the past. 

It is a high honor to serve in the forefront of this ancient 
state with all its traditions and customs, its complex civiliza- 
tion and ways of life and thought. Mr. Attlee and his party 
had not only a severe ordeal but also a glorious opportunity 
before them. 

The National Government, of which I was the head, had 
won the war. It was for the Socialist Government to win the 
peace. And it was for them to make the most of the remaining 
resources of the nation, to heal the wounds of war, to maintain 
our position in the world and to give some measure of hap- 
piness and reviving prosperity to the men and women who 
had fought so well. Surely this was a noble aim which might 





- «- On Socialism’s Failure 


“| do not blame them (the Labor Gov- 
ernment) so much for the mistakes they 
have made, many and grievous though 
they may be. | blame them for their wrong- 
ful choice in caring more for their parity 
theories and dogma than about the re- 
vival of our strength and the giving of 
comfort and hope to so many millions of 
cottage or apartment homes.” 


WINSTON CHURCHILL 
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well have commanded their whole loyalty and strength. It 
was, and it still is the bounden duty of everyone to help them 
in any truly national policy which they pursue. 

Unhappily these men, called to the august task of setting 
the country on its feet again, were obsessed by party faction 
and class prejudice, and they cared far more for pleasing 
their own extremists than to solving the grim troubles of the 
aftermath which beset us all. 

I do not blame them so much for the mistakes they have 
made, many and grievous though they may be. I blame them 
for their wrongful choice in caring more for their party 
theories and dogma than about the revival of our strength and 
the giving of comfort and hope to so many millions of cottage 
or apartment homes. 

Of course, it is easy to say that others would have done bet- 
ter when that cannot be proved. But there can be no dispute 
about Socialist failure or its gravity. 

When we remember that there are 400,000 more people at 
work than in 1939, that food can be grown at home much 
easier with the improved agricultural machinery, that there is 
more machinery in our coal mines, that the seas are open and 
that there never were so many ships afloat upon them, and 
that we have had the easement of the American loan, it is 
hard to believe that there has not been gross mismanagement 
or that we have not been put to avoidable hardship and 
privation. 

Moreover, the remedies now proposed are deemed on all 
sides far below what is necessary to bridge the gap between 
imports and exports; and finally the loan itself has been un- 
wisely and improvidently spent. Thus shortening the breathing 
space which we hoped it would provide. 

The Prime Minister is reported to have said at Barnsley on 
the 21st June: “We are moving into a new social and eco- 
nomic system of society, in which the incentive of fear is be- 
ing removed; fear of unemployment and fear of destitution.” 

Why then are our walls placarded with the grim warning: 
“We Work or We Want.” What is that but fear of destitution. 
“Less and less,” said Mr. Attlee, “are we depending on the 
incentive of individual profit.” But may this not be an ex- 
planation of the apathy, paralysis and lack of good house- 
keeping which has overspread our affairs. 

“The more, then, we must develop, especially in the 
younger generation,” said the Prime Minister, “the incentive 
for service to others and service to the community.” But how 
do the Government propose to develop these admirable quali- 
ties. | am sorry I have to tell you that it is by compulsion. The 
direction of labor, the restriction of the right of free engage- 
ment, the denial of the right for many centuries, deemed 
fundamental in a democracy, except in time of mortal war, 
for every man to choose or change his employment as he 
thinks fit—all these rights are now assailed or threatened. 

Ordinary incentives having been destroyed, wartime com- 
pulsion has to be substituted. Does this not show the fallacy 
of the high-sounding Socialist pretensions? Everyone, accord- 
ing to Mr. Attlee, ought to give his services to the community. 
If not, he will be made to. It may well be that large numbers 
of persons, before they move from one situation to another, 
will have their private affairs examined by the officials of the 
labor exchanges, who will decide upon their fate and send 
them where they please. 

We are not told what punishment they will suffer if they 
refuse. What was the Means Test compared with such an 
inquisition? Yet this is clearly the necessary foundation for 
socialism. I do not believe that any of these methods will aid 
us in our economic crisis. The arrival of unwilling workers 








in industries to which they are strangers may well do more 
harm than good. Efficient arrangements for the state and 
selective supply of raw materials would give far more fruitful 
results in a great many industries . . . 

I am shocked that, two years after all fighting has stopped, 
the Socialist Government tell us we must have these various 
forms of industrial conscription. “War is hell,” said the Amer- 
ican General Sherman many years ago; but surely peace is 
supposed to be different. I am astounded that the Trade 
Unions, with whom I have often worked in great matters, 
should be willing to countenance such degradation of the 
fundamental rights and status of the laboring man or woman. 

I must make it absolutely clear that I will not support it, 
as a part of our peacetime system nor, I believe, will the 
great party I have the honor to lead, nor will liberal-minded 
men and women, Conservative, Liberal or Socialist, accept 
this altogether un-British conception. Before such a departure 
from our British standards can be met in time of peace not 
only Parliament but the people must be consulted. Was this 
not the very kind of thing we fought against in the war, and 
thought we had beaten down forever with our strong right 
arm. 

There is something else that has shocked me. I read and 
am told, after two years of Socialist rule, more than half a 
million of our people have applied to emigrate from this 
island to Canada, South Africa, Australia, New Zealand and 
several hundred thousands more want to go to the United 
States or South America. 

These must be among our most lively and active citizens 
in the prime of life who wish to go to some place where they 
can make the best of themselves and their children. And 
this is happening at a time when we are scouring Europe for 
20,000 or 30,000 or more of the unfortunate displaced persons 
of the great war to go to swell our labor forces. 

I say to those who wish to leave this country: “Stay here 
and fight it out.” If we work together with brains and courage 
as we did in days not long ago, we can make this country 
fit for all our people. Do not desert the old land. We cannot 
spare you. This Socialist attempt at the conscription of labor 
as a condition of our country in time of peace is only a 
passing phase. Britain will rise again in all her strength and 
freedom... 

I have but 20- minutes, but even now in this crisis I will 
outline to you the broad principles which should guide us. 
The choice which lies before the British nation about the 
form of its society is between a system of competitive selec- 
tion and a system of compulsion. Both these forms of society 
are hard. The struggle for life is unceasing. There is no easy 
or pleasant road. It will be uphill all the way. But I am sure 
that it is only by personal effort, free enterprise and ingenuity 
with all its risks and failures, with all its unequal prizes and 
rewards that anything like 47 million people can keep them- 
selves alive in this small island dependent as it is for half its 
food on selling high-quality goods and rendering necessary 
services to the rest of the world. I am sure that industrial 
compulsion and all that follows from it adopted as a peace- 
time system will result in an ever diminishing standard of 
production, living and of respect for law and of an ever- 
increasing army of officials fastened on top of us all. The 
only path to safety is to liberate the energies and genius of 
the nation and let them have their full fruition. 

It is 41 years ago since, as a young Liberal minister, in 
Mr. Asquith’s Government arguing against this same Socialist 
fallacy I said: “The existing organization of society is driven by 
one mainspring—competitive selection. It may be a very im- 
perfect organization of society, but it is all that we have got 
between us and barbarism.” I should now have to add totali- 
tarianism, which indeed is only state-organized barbarism. 

“It is all we have been able to create,” I said in days before 
most of you were born, “through unnumbered centuries of 
effort and sacrifice. It is a whole treasure which past genera- 
tions have been able to secure, and to bequeath; and great 
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“Totalitarianism .. . is only state-organized barbarism” 


and numerous as are the evils of the existing conditions of 
society in this country, the advantages and achievements of 
the social system are greater still. 

“Moreover, that system is one which offers an almost in- 
definite capacity for improvement. We may progressively 
eliminate the evils; we may progressively augment the good 
which it contains. I do not want to see impaired the vigor of 
competition; but we can do much to mitigate the conse- 
quences of failure. We want to draw a line below which we 
will not allow persons to live and labor, yet above which 
they may compete with all the strength of their manhood. 

“We want to have free competition upwards; we decline 
to allow free competition to run downwards.” 

That was my faith as I expressed it more than 40 years 
ago, and it is my faith tonight. If there were any country in 
the world to which these truths apply it would be to our 
British island. 

I warn you solemnly that if you submit yourselves to the 
totalitarian compulsion and regimentation of our national 
life and labor there lies before you an almost measureless 
prospect of misery and tribulation of which a lower standard 
of living will be the first result, hunger the second and the 
dispersal or death of a large proportion of our population 
the third. You have not always listened to my warnings. 
Please pay good attention to this now. 

On the other hand, I offer you no easy passage. An intense 
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struggle for life will have to be made by all. Many will be 
wounded and faint or fall in our supreme effort to keep our 
national body and soul together. 

These we will succor from our growing and victorious 
strength. The strong will go back, to help the weak. Instead 
of attacking capital, we will attack monopoly. Instead of 


imposing restrictions and controls, we will attack restrictive 
practices of all kinds. It is only the path of freedom that 
Britain can win salvation. And when we win, as we shall 
surely do, we will make this ancient, glorious land honored 
again among the nations and a free and decent home for all 
its people who love it so well. 





TRUMAN AND POPE ON WORLD PEACE 


Exchange of pledges between White House and Vatican to work for human rights 


(Texts of letters exchanged between President Tru- 
man, dated Aug. 6, 1947, and Pope Pius XII, dated 
Aug. 26, 1947, on ways and means to maintain peace in 
the world.) 


President Truman/’‘s Letter 


IX CONTINUANCE of the exchanges of views undertaken from 
time to time since their beginning, on Dec. 23, 1939, for 
the purpose of facilitating parallel endeavors for peace and 
the alleviation of human suffering, I am requesting Mr. Taylor 
to return to Rome and to resume audiences with Your Holi- 
ness at such times as may be found appropriate. These ex- 
changes have already contributed profoundly toward a sound 
and lasting peace and to the strengthening of the impel- 
ling convictions pursued by the peoples of the world in their 
quest for a moval world order firmly established in the life of 
nations. 

I desire to do everything in my p6wer to support and to 
contribute to a concert of all the forces striving for a moral 
world. Those forces are in the homes of peaceful and law- 
abiding citizens in every part of the world who are exemplify- 
ing in their own lives the principles of the good neighbor: 
the Golden Rule itself. They are on the farms, in the fac- 
tories, mines and little shops in all parts of the world where 
the principles of free co-operation and voluntary association 
in self-government are honored. 

These moral aspirations are in the hearts of good men 
the world over. They are in all churches and in schools. The 
war demonstrated that all persons, regardless of divergent 
religious allegiances, can unite their efforts for the preserva- 
tion and support of the principles of freedom and morality 





~«- On Faith 


‘| believe that the greatest need of the 
world today, fundamenta! to all else, is a 
renewal of faith . . . We must have fa‘th 
in the inevitable triumph of truth and de- 
cency; faith that mankind shall live in 
freedom, not in the chains of untruth nor 
in the chains of a collectivist organization 
of their lives; faith of such fullness that 
it will energize men and women every- 
where . . . The times demand faith that is 
strong enough to struggle, if need be, for 
the right.”’ 

PRESIDENT TRUMAN 
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and justice. They must unite their efforts in the cause of en- 
during peace if they are not one by one to be weakened and 
rendered impotent at the times of their great need. They have, 
individually and together, the duty to vindicate, by their 
thoughts and deeds, the great hopes for which men fought 
in World War II and the hopes which today all serious 
thinking men and women throughout the world know must be 
attained. 

The tasks now confronting us are formidable. The condi- 
tions for meeting the heavy problems of war settlement and 
of new problems still unsolved are accompanied by multiplied 
discouragements. Unless the moral forces of the world now 
join their strength, discouragement must inevitably deepen, 
and the strength and effectiveness which thereby would be 
lost by these moral forces would be gained by those forces 
which oppose and seek to destroy them. The hopes and ideals 
of mankind have often been jeopardized by force. They will 
be jeopardized today by any division of the moral forces of 
the world or, by any refusal to support and strengthen the 
hopes and ideals of all mankind. 

As the chosen leader of the people of the United States, I 
am privileged to pledge full faith to you once again to work 
with Your Holiness and with every agency of good the world 
over for an enduring peace. An enduring peace can be built 
on!lv upon Christian principles. To such a consummation, we 
dedicate all our resources, both spiritual and material, re- 
membering always that except the Lord build the house, they 
labor in vain who build it. 

Your Holiness, this is a Christian nation. More than a half 
century ago that declaration was written into the decrees of 
the highest court in this land. It is not without significance 
that the valiant pioneers who left Europe to establish settle- 
ments here, at the very beginning of their colonial enter- 
prises, declared their faith in the Christian religion and made 
ample provision for its practice and for its support. The story 
of the Christian missionaries who in earliest days endured 
perils, hardship—even death itself in carrying the message of 
Jesus Christ to untutored savages is one that still moves the 
hearts of men. 

As a Christian nation, our earnest desire is to work with 
men of good will everywhere to banish war and the causes of 
war from the world whose Creator desired that men of every 
race and in every clime should live together in peace, good 
will and mutual trust. Freedom of conscience, ordained by 
the Fathers of our Constitution to all who live under the flag 
of the United States, has been a bulwark of national strength, 
a source of happiness, from the establishment of our nation 
to this day. 

I believe that the greatest need of the world today, funda- 
mental to all else, is a renewal of faith. I seek to encourage 
renewed faith in the dignity and worth of the human person 
in all lands, to the end that the individual’s sacred rights, in- 
herent in his relationship to God and his fellows, will be 
respected in every land. We must have faith in the inevitable 
triumph of truth and decency; faith that mankind shall live in 
freedom, not in the chains of untruth nor in the chains of a 
collectivist organization of their lives; faith of such fullness 








that it will energize men and women everywhere to build with 
tenacity, the better social world order under self-rule. The 
times demand faith that is strong enough to struggle if need 
be for the right, that is able to endure troubles and hardships, 
attack and even contempt from forces of evil—and able to 
arise reborn and revitalized from the daily struggle. Faith 
leads to hope, to determination, to trust in the truth and the 
good, and to sustained effort to create the kind of peace and 
well-being sought by humble men and women in all lands and 
which will ultimately prevail between all nations. Through 
faith, the purposes of God shall be carried out in the hearts 
and deeds of man. I believe with heartfelt conviction that 
those who do not recognize their responsibility to Almighty 
God cannot meet their full duty toward their fellow men. 

I have asked Mr. Taylor to convey these views and to say 
that I seek to co-operate with the efforts of Your Holiness and 
the efforts of every leader of the world’s moral forces. Our 
common goal is to arouse and invigorate the faith of men to 
attain eternal values in our own generation—no matter what 
obstacles exist or may arise in the path. 

Faithfully yours, 
HARRY S. TRUMAN 


The Pope’s Letter 


We have just received from the hands of your personal 
representative, Mr. Myron Taylor, Your Excellency’s letter of 
August 6 and we hasten to express our satisfaction and thanks 
for this latest testimony to the desire and determination of a 
great and free people to dedicate themselves with their char- 
acteristic confidence and generosity to the noble task of 
strengthening the foundations of that peace for which all 
peoples of the earth are longing. As their chosen leader Your 
Excellency seems to enlist and cement the co-operation. of 
every force and power which can help to accomplish this task. 
No one more than we will hope for its success and for the 
happy achievement of the goal. We pledge our resources and 
earnestly beg God's assistance. 

What is proposed is to ensure the foundations of a lasting 
peace among nations. It were indeed futile to promise long 
life to any building erected on shifting sands or a cracked and 
crumbling base. The foundations, we know, of such a peace 
(the truth finds expression once again in the letter of Your 
Excellency) can be secure only if they rest on bedrock faith 
in the one true God, the Creator of all men. It was He who of 
necessity assigned man’s purpose in life. It is from Him, with 
consequent necessity, that man derives personal imprescrip- 
tible rights to pursue that purpose and to be unhindered in 
the attainment of it. Civic society is also of divine origin and 
indicated by nature itself but it is subsequent to man and 
meant to be a means to defend him and to help him in the 
legitimate exercise of his God-given rights. Once the state to 
the exclusion of God makes itself the source of the rights of 
the human person, man is forthwith reduced to the condition 
of a slave or a mere civic commodity to be exploited for the 
selfish aims of a group that happens to have power. The order 
of God is overturned and history surely makes it clear to those 
who wish to read that the inevitable result in the subversion of 
order between peoples is war. The task then before the friends 
of peace is clear. 

Is Your Excellency oversanguine in hoping to find men 
throughout the world ready to co-operate for such a worthy 
enterprise? We think not. Truth has lost none of its power to 
rally to its cause the most enlightened minds and noblest 
spirits. Their ardor is fed by the flame of righteous freedom 
struggling to break through injustice and lying. But those who 
possess the truth must be conscientious to define it clearly 
when its foes cleverly distort it; bold to defend it and generous 
enough to set the course of their lives both national and per- 
sonal by its dictates. This will require moreover correcting not 
a few aberrations. Social injustices, racial injustices and re- 
ligious animosities exist today among men and groups who 
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“Once the state to the exclusion of God 
makes itself the source of the rights of the 
human person, man is forthwith reduced 
to the condition of a slave or a mere civic 
commodity to be exploited for the selfish 
aims of a group that happens to have 
power.” | 
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boast of Christian civilization. And they are a very useful and 
often effective weapon in the hands of those who are bent on 
destroying all the good which that civilization has brought to 
men. It is for all sincere lovers of the great human family to 
unite in wrestling those weapons from hostile hands. With 
that union will come hope that the enemies of God and free 
men will not prevail. 

Certainly Your Excellency and all defenders of the rights 
of the human person will find wholehearted co-operation from 
God’s Church, faithful custodian of eternal truth and loving 
mother of all. From her foundation almost 2,000 years ago she 
has championed the individual against despotic rule, the 
laboring man against oppression, religion against persecution. 
Her divinely-given mission often brings her into conflict with 
the powers of evil whose sole strength is in their physical 
force and brutalized spirit and her leaders are sent into exile 
or cast into prison or die under torture. This is history of today 
but the Church is unafraid. She cannot compromise with an 
avowed enemy of God. She must continue to teach the first 
and greatest Commandment incumbent on every man: “Thou 
shalt love the Lord thy God with thy whole heart, with thy 
whole soul, with all thy strength.” And the second like unto 
the first: “Thou shalt love thy neighbor as thyself.” It is her 
changeless message that man’s first duty is to God, then to his 
fellowman, that that man serves his country best who serves 
his God most faithfully, that the country that would shackle 
the word of God, given to men through Jesus Christ, helps not 
at all the lasting peace of the world. In striving with all the 
resources at her power to bring men and nations to a clear 
realization of their duty to God, the Church will go on, as she 
has always done, to offer the most effective contribution to the 
world’s peace and man’s eternal salvation. 

We are pleased that the letter of Your Excellency has given 
us the opportunity of saying a word of encouragement for 
all those who are gravely intent on buttressing the fragile 
structure of peace until its foundations can be more firmly 
and wisely established. The munificent charity shown by the 
American people to the suffering and oppressed in every part 
of the world, truly worthy of the finest Christian traditions, 
is a fair token of their sincere desire for universal peace and 
prosperity. The vast niajority of the peoples of the world, we 
feel sure, share that desire, even in countries where free ex- 
pression is smothered. God grant their forces may be united 
towards its realization. There is no room for discouragement 
or for relaxing of their efforts under the gracious and merciful 
providence of God, the Father of all that is good and holy, 
and justice will in the end prevail. 

Let us assure Your Excellency of our cordial welcome to 
Mr. Taylor, your personal representative, on his return to 
Rome; and we are happy to renew the expression of our good 
wishes for the people of the United States, for the members of 
their Government, and in particular for its esteemed Chief 
Executive. PIUS XII 
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Increasing Pessimism 
Over British Finances 


Pessimism about Great Britain is 
growing. Influential Britons say pri- 
vately that emergency action to stop a 
dollar run on the Bank of England 
was just a stopgap. They are predict- 
ing one crisis after another through 
the winter, not only for Britain but 
for France and much of Europe. 


oo 9 


Bad news in England, plus the crit- 
ical food situation in Europe, are 
causing real alarm in the U.S. State 
Department. Many of the specialists 
in the economic and financial divisions 
have been pulled off their regular 
jobs to go to work on the Marshall 
Plan for Europe. They are getting up 
figures om Europe's needs, against 
whica Europe’s final requests will be 
measured. 


oo 90 


The increasing concern over Eu- 
rope’s plight was behind the shift in 
the Kennan group, working on U.S. 
policy. Paul Nitze, acting director of 
the Office of International Policy, has 
been added to the Kennan committee 
which, in the past, has been strong on 
politics but weak on economics. 


oo 98 


Harried officials in Washington and 
London have about decided, private- 
ly, that financial help for Britain and 
Europe in six months may be too late 
to ward off a collapse. Events may 
force special sessions of both the U. S. 
Congress and the British Parliament. 


o 0 9 


When the Americans in Paris cabled 
for help in Marshall Plan drafting, 
they asked Washington for experts in 
these fields: currency, surplus proper- 
ty disposal, U.S. agriculture and 
transportation. That gives a good indi- 
cation of the problems that have been 
worrying the Europeans. 
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Supreme Commander 
For West Germany? 


The hardest job for the experts 
planning a co-ordinated recovery pro- 
gram for Europe was to trim down 
the estimates of the dollars Europe 
will need from the U. S. They had to, 
though, after Americans told them 
quietly that too big a bill might cause 
Congress to turn down the whole idea 
of the Marshall Plan. 


oo 06 


Complicating recovery negotiations 
in Europe is the lagging campaign to 
get Western Germany on a paying 
basis. Top Allied officials do not see 
how the U.S. and British zones of oc- 
cupation can get off the dole until 
they export annually two billion dol- 
lars worth of goods. Exports this year 
will be less than $200 million. 


oo 90 


Some Americans in Germany are 
advocating a Supreme Allied Com- 
mand, as in wartime, to run the eco- 
nomic affairs of the combined British- 
American zone. The idea is being 
promoted by businessmen now work- 
ing with Military Government. They 
think the change would overcome the 
delays now caused by long discussions 
between American and British off- 
cials on occupation policies. If the 
change is made, an American will get 
the job of Supreme Commander. 


oo 9 


France's objections to boosting Ger- 
man steel production are not entirely 
due to fear of rearming Germany. An 
equally important reason is that the 
French fear German competition for 
European markets. The French want 
to get their own steel production up 
before the Germans can get estab- 
lished in these markets. 


Russia’s New Attack 
On Sweden, Denmark 


Occupation officials have been or- 
dered to stop public discussion of four- 
power occupation affairs in Germany. 
The talk. in Berlin is that Secretary 
of State George C. Marshall ordered 
the tightening up of “security” to stop 
loose talk about subjects under official 
discussion. The Russians have com- 
plained about “leaks” in Germany. But 
some Americans say Soviet officials 
are the most frequent offenders. 


One of the factors behind American 
differences in Greece is a disagree- 
ment over how many U.S. employes 
will be needed to carry out Washing- 
ton’s Greek program. Some officials 
say that 1,500 Americans will be need- 
ed eventually. Dwight Griswold, in 
charge of the mission, thinks the fig- 
ure is far too high. But it is becom- 
ing apparent that original plans for a 
small group are going awry. 


Generalissimo Chiang Kai-shek re- 
cently asked the U.S. for a loan of 
$320 million in silver in an effort to 
stabilize Chinese currency. The silver 
would be minted in the U.S. and is- 
sued in China. But the U. S. Treasury 
doesn't think much of the proposition. 
The Treasury argues that silver coins 
can't check China’s inflation while the 
Government continues to spend 80 per 
cent more than it takes in every 
month. 


Russia has opened a new propa- 
ganda offensive against Sweden and 
Denmark. The campaign started 
shortly after the Scandinavian coun- 
tries decided to go along with the 
Marshall Plan for Western Europe. 
Now the Moscow Radio is accusing 
“Swedish propagandists” of trying to 
build up a Scandinavian alliance that 
would be hostile to Russia. 
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If you are in the business of selling insurance and annuities, 
your company’s advertising should be on this page .. . 


Because the people who read WORLD REPORT each week—over 112,000 of them—have 
long-range vision ...they see beyond today’s immediate concerns. They know that every 
political and economic development—no matter in what corner of the world it may take place 
—eventually affects themselves, their business, their way of life. 


They are a concentrated audience for your services. 
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The cnly magazine of its kind—reporting, interpret- 
ing and forecasting the news of international affairs 
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Painting by Francis Criss—‘‘ The Machines That Make Machines” 


America the Provider — Machinery 


ODAY, the weight of a nation on the world’s scale is measured 
not by population, but by the extent to which it has har- 
nessed nature through the machine. 


In the United States the use of the machine was stimulated 
by the existence of large undeveloped resources and by the 
relative scarcity of labor. Even before the first World War we 
accounted for more than one-half the world output of ma- 
chinery. Today our share is considerably larger. 

Industrial machine building embraces a vast group of prod- 
ucts, ranging from fine precision instruments to dredges with 
40-ton dippers, and from sewing machines to turbines. Prior to 
the recent war, machinery was made in some 11,500 individual 
enterprises employing over 750,000 people and paying in annual 
wages over one billion dollars. 

Prospects remain excellent for continuation of machinery 
exports at high levels. 

There is more demand abroad for American machines than 
dollars to pay for them. By importing more goods we can stimulate 
more exports. Both buyers and sellers find the National City 
foreign service, with 46 Overseas Branches, essential to best results. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wail St., New York e 66 Branches in Greater New York 


W rite for color-illustrated booklet describing ‘‘Overseas Banking Service.” 
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